





JPRS 78402 
29 June 1981 


China Report 


ECONOMIC AFFAIRS 





No. 146 





[Fis] FOREIGN BROADCAST INFORMATION SERVICE 














JPRS publications contain information primarily from foreign 
newspapers, periodicals and books, but aleo from news agency 
transmissions and broadcasts, Materiales from foreign-language 
sources are translated; those from English-language sources 
are transcribed or reprinted, with the original phrasing and 
other characteristics retained, 


Headlines, editorial reports, and material enclosed in brackets 
|] are supplied by JPRS. Processing indicators such as [Text] 
or [Excerpt] in the first line of each item, or following the 
last line of a brief, indicate how the original information was 
processed, Where no processing indicator is given, the infor- 
mation was summarized or extracted. 


Unfamiliar names rendered phonetically or transl iterated are 
enclosed in parentheses. Words or names preceded by a ques- 
tion mark and enclosed in parentheses were not clear in the 
Original but have been supplied as appropriate in context. 
Other unattributed parenthetical notes within the body of an 
item originate with the source. Times within items are as 
given by source. 


The contents of this publication in no way represent the poli- 
cies, views or attitudes of the U.S. Government. 


PROCUREMENT OF PUBLICATIONS 


JPRS publications may be ordered from the National Technical 
Information Service, Springfield, Virginia 22161. In order- 
ing, it is recommended that the JPRS number, title, date and 
author, if applicable, of publication be cited. 


Current JvRS publications are announced in ernment t 

c ts issued semi-monthly by the National Technica 
Information Service, and are listed in the Monthly — 
U.S. Government Publications issued by the Superintendent o 
Documents, U.S. Government Printing uffice, Washington, D.C. 
20402. 


Indexes to this repert (by keyword, author, personal names, 
title and series) are available from Bell & Howell, Old 
Mansfield Road, Wooster, Ghio 44691. 


Correspondence pertaining to matters other than procurement 
may be addressed to Joint Publications Research Service, 
1000 North Glebe Road, Arlington, Virginia 22201. 











CHINA REPORT 
ECONOMIC AFFAIRS 


No. 146 
CONTENTS 
PEOPLE'S REPUBLIC OF CHINA 


NATIONAL POLICY AND ISSUES 


‘JINGJT YANJTU' on Definition of National Income 


(Chen Zhibiao; JINGJIN YANJTU, 20 Apr 81).... 


‘JINGJT GUANLI' Discusses Economic Reform 
(Luo Jingfen; JINGJI GUANLI, 15 Apr &1).. 


Economic Journal ‘iscusses Reform, Readjustment 
(Yu Guang Yuan; JINGJI YANJIU, 20 May 81) 


ECONOMIC PLANNING 


PRC Economic Journal on Introducing Technology 
(Chen Wei Qin; JINGJI GUANLI, 15 Apr 81). 


MINERAL RESOURCES 


sriefs 
Anhui Prefecture Mine:al Deposits 
Nei Monggol Gold 


INDUSTRY 


Briefs 
Gansu Light Incustry 
Qinghai Industry-Commerce Conference 
Punan Industry-Transport Conference 
Garments Meeting 


JPRS 78402 


29 June 198) 


{(IIrI = CC = 83] 


14 


23 


27 


33 
3 


ZEEE 

















CONSTRUCT LON 


briefs 
Anhui Housing Construction 
Shanghai Capital Conetruction 
Nei Monggol Capital Conetruction 
LABOR AND WAGES 
Briefe 
National Conference on Employment 
Zhejiang Pilece-Work Experiment 
TRANSPORTATION 


Briefe 
Congestion at Coastal Harbors Eased 


GENERAL 
Briefa 


Jiangxi Census Work 
Hunan Census Preparat tons 


HONG KONG MEDTA ON CHINA 
POREIGN TRADE 


Outlook for Country's Export Trade in the 1980's 
(Lan Ching-chung; WEN WET PO, 10 Jum BL)... cc ccc cccewwnwues eee 


Fs 


7 
7 


9 
9 


40 








NATIONAL POLICY AND ISSUES 


‘JINGJIL YANJLTU' ON DEFINITLON OF NATIONAL INCOME 


WKOL1040 Beijing JINGJI YANJIU [BCONOMIC RESEARCH) in Chinese No 4, 
20 Apr 81 pp 19-46 


|Article by Chen Zhibiao [7115 1807 2871): "A Preah Examination of the Category 
of National Income--With a Discussion of the Theoretical Basis of GNP Targets") 


{Texc) I. We Must Reexamine the Category of National Income 


To accurately reflect the level of national economic development, what compre- 
hensive targets should be adopted in national economic planning? This is an 
unresolved problem which the economists and the departments responsible for 
practical work have debated for many years. In practical planning work, we 
have adopted the mutually supplerentary targets of “gross output value" and 
“net output value." In discussing the aim of socialist production, many 
comrades have put forward the statistical target of “the value of final 
products.” However, because these targets are limited to the output of the 
sectors of material production and cannot reflect the development of the 
sectors of nonmaterial production, some comrades have recently advocated using 
the target of "gross national product’ This includes the national income 

we are currently using, namely, the net output value which is newly created 
by the sectors of material prod.ction: industry, agriculture, the building 
and construction industry, the transport and communications industry, commerce 
and so on, as well as the net income of the sectors of nonmaterial production 
such as those of scientific research, culture and art, education, medical and 
health services, entertainment, tourism, catering services and so on, The 
GNP also includes the depreciation allowances for all fixed assets in society. 
Undoubtedly, the GNP more accurately and comprehensively assess the achievements 
and leve) of the overall national economic activities, reflect the magnitude 
and speed of our national economic development, and indicate the proportiona. 
relationships among various aepects and various sectors of the nationa! economy. 
Adopting the GNP would represent a breakthrough on the question of statistical 
targets. 


A given set of statistical targets are based on certain theories. The statistical 
targets of a socialist national economy can only be established on the basis of 
Marxist political economics. On the basis of our interpretation of Marx' 
expositions on the “gross social product” and the “national income,” we have 














eatablished the corresponding targets of “gross output value" and “net output 
value." Then, what is the theoretical basis of GNP as a target? In particular, 
we include in the GNP the net income arising from nonmaterial production, 

This is contradictory to the traditional theory which argues that the social 
product refere to material products and that the income of the sectors of non- 
material production does not fora part of the national income because these 
sectors cannot create value and use value, Does the adoption of this target 
imply that we have abendoned the Marxist theory of value and category of 
“national ircome?" We must resolve this theoretical problem, 


Theoretical contradictions may lead to confusion in practice. Therefore, we 
must reexamine the category of national income, What is really the category 
of “national income" in Marxist theory? How can we accurately determine its 
intension and extension’ ls national income created in the realm of non- 
material production? What is the significance and role of this category in 
the socialist national economy? What is its relationship to the target of GNP? 
This article will answer these questions. 


ll. The Popular Explanations of the Category of National Income Misinterpret 
Marx' Original Ideas 


Although our country's economists express the two categories, "social product" 
and “national income," in different specific terms, actually they take their 
contents as basically identical. 


The main ideas are as follows: 1) The products produced by the workers in the 
sectors of material production of a country in a certain period of time 

(usually a year) are the gross social product. 2) If the compensation for the 
consumption of the means of production is deducted from the gross social 
product, the remainder will be the national income. Expressed in terms of 
value, it is all the new value created by a country in a given period of time. 

It is created by the workers in the sectors of material production. The sectors 
of nonmaterial production do not create national income. It is a viewpoint 
characteristic of bourgeois economics to consider that the sectors of nonmaterial 
production can also create national income. 


It is said that all these ideas origin ite with Marx. If so, let us first 
examine this category as it is explained by Marx. 


Mar» mentioned the gross ‘ncome in discussing capitalis reproduction in 
Volume II of "Das Kapital.” Aside from this, Marx clea: lv mentioned the 
category of national income in Chapter 7, "Various Categories of Income and 
Their Scurces,” in Volume Ill of "Das Kapital." In this chapter, Marx 
emphatically analyzed and criticized the three-in-one formula in bourgeois 
vulgar economics. His analysis proceeded fromthe value of the total annual 
product of labor, namely, C rpt C plus V rpt V plus Mrpt M. Then, Marx 
analyzed surplus value and its specific forus of expression namely profit 
and rent. He analyzed the third and unique form of income, namely wages, 
which amounts to a component of variable capital. Hence Marx raised the 
question of national income. He said: “The gross income is that portion 
of value and that portion of the gross product measured by it, which remains 














after deducting that portion of value and that portion of the total product 
measured by it, which replaces the constant capital advanced and consumed 

in production, The gross income, then, is equal to the wages (or to that 
portion of the product which is to become once more the income of the worker) 
plus the profit plus the rent.” He continued: "Now we have seen that the 
value of each individual commodity and the value of the total commodities 
produced by each individual unit of capital is divided into two parts, one 
of which replaces only constant capital, and the other of which, although 

a part of it flows back as variable capital, that is, also in the form of 
capital, nevertheless is cestined to be wholly transformed into gross income, 
and to assume the form of wages, profit and rent, the sum of which makes up 
the gross income, We have also seen that the same is true of the value of 
the annual total product of a certain soctety.... Viewing the income of the 
whole society, the national income consists of wages plus profit plus rent, 
that is, of tie gross income.” (Marx: "Das Kapital," Vol 3, The People's 
Press 1975 Edition, pp 950-951. Note: Same edition is referred to in further 
quotations) 


Can we deduce from these two quotations that Marx was referring to the social 
product of the whole society and the national income of the entire national 
economy, and can we thus formulate complete definitions and point out the 
total intension and extension of these two categories? Judging from the 
overall contents of "Das Kapital," judging from the objects and tasks of study 
as well as the methods of Marxist political economics, and basing our inter- 
pretation on knowledge of his entire system, I think we cannot draw such a 
conclusion, 


In "Das Kapital,” Marx wanted to examine the whole capitalist society, and to 
reveal the laws concerning the birth, development and doom of the capitalist 
mode of production, The capitalist society is a complicated entity. Lenin 
said that there is no pure capitalist economy. Even in England, which was 
the main object of study for Marx, and which was the most typical example 

of the development of the capitalist mode of production in the highest degree, 
there still existed individual farmers and the urban petit bourgeoisie. The 
capitalist economy is extremely complicated and the sectors of national economy 
are interwoven. How should we analyze them? By the method of abstraction, 
Marx isolated the economic realms from various realms of social life and 
isolated the production relations from the totality of social relations. He 
took the production relations as the basic and primary ones which determine 
all other relations. Moreover, Marx did not study all aspects of the 
capitalist economic life and all sectors of the national economy. He merely 
studied the sectors of material production, which could most prominently 
reflect the nature of the capitalist mode of production, and he put aside 

the sectors of nonmmaterial production. It was because at that time, the 
sectors of capitalist nonmaterial production, such as scientific research, 
culture and art, education, medical and health services, entertainment, 
traveling, catering and so on, were not yet well developed, and they accounted 
for a very tiny proportion of the entire national economy. Marx said: 
“Compared to the entirety of production, all these manifestations of capitalist 
production are negligible in this realm, and therefore this realm may be 











completely neglected,” (Marx: "Theory of Surplus Value," Vol 1, The People's 
Press 19/75 Edition, p 433, Note; Same edition is referred to in further 
quotations) This abstraction was compatible with the realities at that time, 
However, with the accelerated development of these sectors and with the growth 
of their role and proportion in the national economy, it has become increasingly 
important to etudy the economic conditions of the realm of nonmaterial produc- 
tion, 


Thus, it is obviously incorrect to take the social product that Marx discussed 
within a specified scope of study as the whole social product, and to take 

the new value created in the realm of material production as the national 
income generated by the entire national economy. 


Ill, A Complete Definition of the Category of National Income 


To study the Marxist category of "national income," we must first clearly under- 
stand what is productive labor and what is nonproductive labor, because these 
categories are closely related to and cannot be divorced from national income. 
Production and labor create national income. 


Just as many other economic categories, with the prevalence of different modes 
f production and in different stages of development, productive labor or 
nonproductive labor have different meanings. They are social and historical 
categories. Some books say that productive labor creates material wealth but 
nonproductive labor does not. It is not true, because the meaning of material 
wealth itself embodies the characteristics of a certain historical stage. 


Marx said: "In the sense of capitalist production, productive labor is a kind 
of wage labor which is exchanged for the variable part of capital (that part 
of capital spent on wages), and which not only reproduces this part of the 
capital (that is, the value of its own labor power), but in addition produces 
surplus value for the capitalist. Solely because of this, commodity or 

money can be converted into capital, and are produced as capital. Only the 
wage labor that produces capital can be productive labor." (Marx: "Theory 

of Surplus Value," Vol 1, p 142) Therefore, all those who participate in one 
way or another in the capitalist production of commodities, from the workers 
proper to managers (as distinct from the capitalists) and engineers, ‘elong 

Lo the group of productive laborer The concept of nonproductive labor is 
now simultaneously defined: It is the labor which is not exchanged for capital, 
but is directly exchanged for income, that is, wages or profit. In other 
words, it is labor which cannot create surplus value for capital. 


This distinction between productive and nonproductive labor is in itself 
totally unrelated to the unique specific characteristics [preceding three words 
underscored] of labor, and is also totally unrelated to the specific use value 
which reflects [preceding six words underscored] such specific characteristics. 
Take a dancer, for example. His labor does not create a concrete object. Yet, 
all the same, he gives some use value to people, who gain aesthetic pleasure 

by virtue of his activity, dancing. The use value created by such labor exists 
momentarily; it vanishes and nothing is left when the activity stops. However, 














it satiafies people's needs, just as clothing and bread satisfy people's needs 
for warmth and allaying hunger, If the dancer is employed by a capitalist 

to serve in his troupe, his labor is productive labor and he is a productive 
laborer. If he performs by himself in the streets, his labor will be non- 
productive Labor and he will be a nonproductive laborer, 


With a sense of humor, Marx said that because Milton earned five pounds by 
writing "Paradise Lost," he was a nonproductive laborer, It was because he 

had to write "Paradise Lost," just as silkworms had to spin silk in the spring. 
This was a manifestation of his innate ability. On the other hand, writers 

who work for publishers as workers work in a factory, who compile and write 
books under the instructions of the publishers, are productive laborers, because 
their products are subordinate to capital right from the beginning, and their 
works are accomplished for the sake of increasing the value of capital. 

(See Marx: “Theory of Surplus Value," Vol 1, p 432) 


Thus, Marx did not distinguish pre 'uctive Labor from nonproductive labor by 
drawing a line between the realms of material and nonmaterial production, but 
by firmly basing his analysis on the crucial relationship in capitalism, namely 
the relationship between capital and labor. 


In the capitalist mode of production, all value that is created by proJuctive 
labor constitutes part of V rpt V plus M rpt M. Because the distinction between 
productive labor and nonproductive labor is not inherently and necessarily 
related to the geaims of material production and nonmaterial production, 
therefore, the category of national income is not necessarily related to the 
distinction between the realm of material production and the realm of non- 
material production. Labor in the realm of nonmaterial production may be 
productive labor and may create national income, On the other hand, labor in 
the realm of material production may be nonproductive labor and may not 
necessarily create national income, Our country's economists hold the view 
that only the sectors of material production can create national income, and 
that only those products which assume some definite material forms as well as 
the value in which these products are reflected can constitute national income. 
Both the intension and extension of this popular view are not compatible with 
Marx' ideas. 


Defining the categories of productive labor and nonproductive labor is tantamount 
to defining the category of national income. We may redefine the Marxist 
category of national income as follows: National income is the value created 

by the productive labor of all the productive laborers in society (usually a 
country) in a given period of time (usually a year). National income arises 
from both the realm of material production and the realm of nonmaterial 
production. 


Of course, the contents of this category differ according to different social 
and historical conditions. If, in a certain stage of social development in 
a country, the productive forces are at a low level and people's productive 
labor is mainly used for material production, then labor in the realm of 

















nonmaterial production occupies an infinitesimal share in the total social 
labor, and therefure it can be neglected, However, its quantitative magnitude 
does not affect its qualitative characteristics, The contents of an economic 
category and the specific applications of this category under certain condi- 
tions are two different questions. 


To defend the capitelist system of exploitation, the bourgeois economists 
deliberately distort the meaning of the category of national income, mix up 
productive labor and nonproductive labor, blur the distinction between 

productive laborers and nonproductive laborers, and hold the view that everyone's 
income, whatever its source, is to be added to the national income, This conr 
fuses the wage laborers who sell their labor power with those vampires and 
parasites whom they support and feed, such as government officials and so on. 

The Marxist category of national income conspicuously differs from the bourgeois 
category of “national income." 


IV. The Category of National Income Acquires a Totally New Meaning in the 
Theorles of the Socialist Economy 


Under socialist conditions, labor breaks away from the specific social form 
of capitalist wage labor, so that the categories of "productive labor" and 

"national income" acquire completely new meanings. This is governed by the 
basic economic laws of the socialist society. 


With the establishment of the socialist production relations, the capitalist 
system of private ownership as well as the exploitation of wage labor by capital 
are abolished. The laboring people become the owners of the means of produc- 
tion and the main body of the production process. Thus, the wealth created 

by joint labor, including material and spiritual wealth, is jointly owned and 
enjoyed by the laboring people. The aim of socialist production is to satisfy 
the laboring people's ever-increasing needs. The difference in the aim of 
production results in differences in the meaning of productive labor. In the 
socialist mode of production, all labor which satisfies the people's needs 

and creates new value is productive labor. The laboring people's needs are 
diverse and varied, and therefore there are numerous forms of productive 

labor, for example, physical labor, mental labor, labor in the realm of material 
production that satisfies the needs of material life, and labor in the realm 

of nonmaterial production that satisfies the needs of cultural life and 
entertainment. Therefore, the sectors of socialist productive labor not only 
include the sectors of material production such as industry, agriculture, 
building and construction, transportation and so on, but also include the 
sectors belonging to the realm of nommaterial production such as the service 
trades, science, culture, education, medical and health services and so on. 

The laborers who work in these sectors include workers, peasants, workers in 
the fields of science, technology, literature and art, teachers, medical 
practitioners, personnel working in such service units as restaurants, hostels, 
hairdressing and barber shops, tourist agencies 2nd so on. All of them are 
socialist productive laborers. They not only perform necessary labor for 
themselves, but also provide society with surplus labor and create new value. 
Thus they create the national income of the socialist national economy. 











Is the labor in the realm of nonmaterial production, such as science, culture, 
education, medical and health services and the service trades, a kind of pro- 
ductive labor? Are the workers in such sectors productive laborers? Do they 
produce social products which have a value and which contribute to the national 
income? hitherto, answers to these questions have generally been negative. 
Some people have even evaded the problem by including in the realm of material 
production those sectors which should properly belong to the realm of non- 
material production, However, it is an objective reality that the whole 

social production and the whole national economy are divided into the realm 

of material production and the realm of nonmaterial production. 


On the basis of the differences in the form of providing use value and satisfying 
the people's needs, we may divide labor in the sectors of nonmaterial production 
into three categories. 


lL. Labor which does not independently produce any specific use value, for 
example, labor in such sectors as science and technology, education and so on, 
Superficially, these sectors do not participate in production and do not 
independently produce any specific use value, and therefore the creation of 
value or national income is out of the question. However, if we do not proceed 
from an isolated process of direct production, but proceed from the viewpoint 
of the overall process of social material production, things will be different. 
Marx had made the following analysis: In the capitalist mode of production, 

a large number of workers are employed by the capitalist to jointly produce a 
commodity. The labor of various groups of workers bear many varied relation- 
ships with the object of production, Some are auxiliary workers whose work 

is not directly related to the processing of raw materials. Some workers 

are responsible for testing or supervision. Their relationship with the pro- 
cessing of raw materials is even more remote. The engineering and technical 
personnel have another kind of relationship with the object of production. 
They are mainly responsible for designing the production process. However, 
all these do not affect the manifestation of their joint labor as a commodity 
of a material product. Combined together as a productive collective, these 
workers constitute a living machine which produces the product. With the 
establishment of the socialist public ownership of the means of production, 
various sectors, trades and links of production in the socialist economy 

are integrated into an organic entity. Division of labor and coordination 
among the laborers not only exist within an enterprise, but more importantly, 
exist among various sectors or professions. The science and technology sector 
may be regarded as the general designing department which serves all enter- 
prises, companies and production units. It is closely related to various 
units of material production, It produces products and creates value jointly 
with them. Education serves to train educated workers for the science and 
technology sector as well as the production units. It represents a pre- 
liminary investment for developing science and technology and raising labor 
productivity. These two sectors can create value because the labor of the 
workers in the fields of science and technology and education is "materialized" 
as labor power and the means of production. Thus, when the value of the 
elements of productive forces increases, the value of the commodities produced 
by them also correspondingly increases. This is very easy to understand. Can 
we argue that the labor in the sectors of science, technology and education 

















cannot enlance the use value of the products and create value, on the grounds 
that the value of such labor is ultimately materialized as material products? 
We cannot, just as we must not attribute all the value of a product to the 
last subprocess in manufacturing the product. As to the proportion of the 
value created by these sectors in the total value, this is a question of 
practical work which we must resolve, 


¢. Labor which can produce specific use value, and which provides such value 
to the consumers in the form of commodities. For example, workers in the 
field of literature and art provide the consumers with their products: books, 
paintings, sculptures and so on, They satisfy the consumers' needs, mainly 
the needs of cultural life, or developing their mental capacity and of enjoying 
entertainment. At the beginning of "Das Kapital," Marx said: "A commodity 
is, in the first place, an object outside us, a thing that by its properties 
satisfies human wants of one sort or another. The nature of such wants, 
whether, for instance, they spring from the stomach or from fancy, makes no 
difference." He also quoted Nicolas Barbon in his footnote: "The majority 
(of things) have their value from supplying the wants of the mind." (Marx: 
"Das Kapital," Vol 1, p 47) Of course, books, pa‘ntings and sculptures also 
have value, because they are the congelation of general human labor and they 
have consumed the labor of these laborers who have exerted their mental 
efforts and a certain amount of physical effort. Therefore, these products 
contribute to the national income. 


3. Labor which has specific use value, but whose fruits cannot be separated 
from the act of production. [preceding eight words underscored] Such labor 
mainly refers to the activities of performing artists, doctors and people who 
work in the majority of service trades such as hairdressing, bathhouses, 
restaurants, hostels, tourist agencies and so on. Some people hold the view 
that such labor does not provide use value and does not have value, on the 
grounds that the fruits of such labor are not manifested as certain concrete 
objects. This view is incorrect. We know that the use value of commodities 
is always specific, varied, and not comparable, and that value is just the 
social form of labor. The qualitative and quantitative determinants of 

value only depend on the abstract form and duration of labor, and are completely 
unrelated to whether it possesses any material form. If we maintain that such 
labor and services are not productive labor which creates value, because they 
do not possess definite material forms, then we are actually repeating a 
mistake of the classical political econorist, Adam Smith. Whether labor is 
incorporated into or materialized as a specified object or saleable commodity 
was the criterion taken by Adam Smith in distinguishing productive labor from 
nonproductive labor, Marx analyzed this error and said: "The materialization 
of labor and so on should not be interpreted in a Scottish way as Adam Smith 
did. If we say that a commodity is the embodiment of labor from the viewpoint 
of the commodity's exchange value, then we are merely referring to the 
commodity's imaginary or purely social form of existence, which is completely 
independent of the commodity's material existence. A commodity represents 

a certain quantity of social labor or money. The concrete labor which enable 
the commodity to be produced may not leave any trace on the commodity." 

(Marx: "Theory of Surplus Value,” Vol 1, pp 163-164) For example, the products 











of certain labor services or artistic performances are the activities them- 
selves, and they cannot be separated from the producers themelves, These 
activities are commodities, because they can satisfy people's needs. They 
have exchange value because they incur production costs, The individual's 
commodities for consumption not only include the coneaume: goods which exist 

in definite materia. form, but also a certain quantity of commodities for 
consumption in the form of services, When people purchase these services, 

for example, when they go to a bathhouse or barber's shop or watch an artistic 
performance, they must pay a certain sum of money, j ‘et as when they purchase 
consumer goods like meat, vegetables or bread. This is common knowledge. 
Therefore, we must not judge whether value is created by asking whether the 
products provided are in material form. Moreover, even in the realm of 
material production, certain kinds of labor, such as transportation, do not 
leave the marke of the coneumption of labor on the material things themselves. 
Transportation, for example, only changes the position of things. 


Does our conclusion violate Marx' theory of labor value? Did not Marx 

clearly say that a commodity is a thing, that a commodity's value ie the conge- 
lation of human labor, or in other words, congealed (or materialized) human 
labor? Without a material thing, there will be no object of congelation or 
materialization of labor, and how can we talk about value? Such queries are 
very serious and incisive. The scientific theory of labor value is the founda- 
tion stone and starting point of the Marxist system of political economics. 

If we abandon it, we are actually abandoning the basic principles of Marxist 
political economics. However, if we understand the Marxist theory of labor 
value not mechanically or one-sidedly, and if we do not rigidly adhere to 
individual words or phrases, we will discover that such queries are far from 
meaningful. Something is a commodity not because it must have a definite 
visible and tangible material form, but because it is a product of labor used 
for exchange. It has consumed human labor and it is useful to people. This 

is the f‘rst point. Value is value not because it assumes the form of the 
congelation or materialization of labor, but because it represents the consump- 
tion of general human labor power, or the productive consumption of man's brain, 
muscles, nerves, hands and so on. This is the second point. Of course, 

Marx had said: “Human labor power in motion, or human labor. creates value, 
but is not iteelf value. It becomes value only in its congealed state, when 
embodied in the form of some object." (Marx: "Das Kapital,” Vol 1, p 65) 
However, it is true only when we are dealing with the realm of material 
production and when labor is provided as an object. In the realm of non- 
material production, when laber provides services as an activity, we must 
really reexamine value, as pointed out by Marx. (See Marx: “Theory of Surplus 
Value,” Vol 1, p 435) ‘This is also a task in studying political economic 
theory. Anyhow, it is undoubtedly Marx’ pere.u.al view that activity iteelf is 
a commodity and has value. We cannot say that Marx put forward the scientific 
theory of labor value and then himself violated this scientific theory. 


After thus examining labor in the realm of nonmaterial production, we may 
redefine the social product of *he socialist national economy as follows: 

from the viewpoint of use value, the socialist social product is the fruits 

of labor in both the realm of material production and the realm of nonmaterial 
production in society in a given period of time. The social product includes 











fet only material products and mental products which possess definite materia! 
form, but also labor services, From the viewpoint of value, the social 
product includes not only the value of material producte and mental products, 
but aleo labor service charges. They can all be divided into three parts, 
C rpt © plus V ept V plus M ept M, ‘nh the laboring process within the realm 
of nonmaterial production, a certain quantit of the means of production must 
aleo be consumed, for example, such means of production as scientific research 
equipment, training 4ide, fuele used in service sectors, stage property used 
by the sector of — and art, and so on, Moreover, there is also a 
w ition of compensating the consumption of the means of production, Therefore, 
we deduct from the social product value the value of the compensation for 
the means of production consumed in the realms of material production and non- 
Miterial production, then the remainder wiil be the national income of the 
socialist national economy, These two categories reflect the socialist 
production relations in 4 socialist national economy, which are marked by the 
fact that workers who take part in division of labor in all sectors cooperate 


closely and exert concerted efforte to satisfy the ever-increasing material and 
cultural needs of themselves and society. 


Thus, we can comment on the traditional theoretical viewpoint which claims that 
income in the realm of nonmaterial production is a derived income and represents 
a redistribution of the national income. The strongest basis of this viewpoint 
is the following quotation from Marx: “All members of society who do not 
directly take part in reproduction, whether they work or not, can only in the 
first place obtain their shares of the annual commodity products, that is, 

their own means of subsistence, from the several classes that are the ‘irst to 
obtain the products, namely the productive workers, the industrial capitalists 
and the land owners. In view of this, materially speaking, their income is 
derived from the wages (of the productive workers), profit and rent. Therefore, 
relative to primary income, such income appears as derived income." (Marx: 

"Das Kapital,” Vol 2, pp 412=413) Here, Marx very rigorously added the qualifying 
words, “materially speaking,” to the statement that income in the realm of non- 
material productiofi is derived income. This qualification is quite necessary, 
because inside the national economy, the material products consumed by the 
realm of nonmaterial production, which are obtained by spending income, originate 
from the realm of material production, while the mental products ond labor 
services consumed by the reolm of material production, which are obtained by 
spending income, originate from the realm of nonmaterial production. However, 
people's income, whether from the realm of material production or from the realm 
of nonmaterial production, must not only be embodied in the consumption of such 
material forme as food, drink, clothing and houses, but must also be embodied 

in the consumption of cultural enjoyments and labor services. The viewpoint 
which claims that the income of the realm of nommaterial production is derived 
from the income of the realm of material production not only qualitatively 
neglects this relationship of exchange of labor among the laborers within 

the socialist national economy, but also quantitatively leads to an unresolvable 
contradiction: if the theory of “derived” income can be established, then in 
the realm of nonmaterial production, when the compensation for the value of the 
means of production consumed and the wages paid to the laborers are deducted 
from the income earned in this realm, how can there be a net income? This is 
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similar to the situation wherein at that time, the classical political economist 
Ricardo could not resolve the contradiction between the exchange of commodities 
at equal values and the simultaneous existence of eurp'ue value, 


V. Application of the Category of National Income in the Socialist Economy~-the 
‘GNP' Target 


We reexamine the Marxist discussion of the category of national income and include 
in it the realm of nonmaterial production. Thie is necessary not only because 
of the rigorous and ecientafic nature of the theoretical exposition of Marxist 
political economics. More importantly, in view of the continual development 

of socialist economic construction, this ise necessary and is cf new practical 
significance, In the capitalist mode of production, national income is merely 

a theoretical abstraction without practical significance, because to the 
capitaliate, the aim of production is not to create greater value for society, 
that is, to increase V rpt V plus M rpt M, but is merely to gain the surplus 
value portion. They have no concern for the value of the variable capital 

in the national income, which ie equivalent to the compensation for the con- 
sumption of labor power by the workers. The birth of the basic economic law 

of socialism turne national income into a very practical category, because 

the newly created value, whether it is V rpt V, which represents the laborers’ 
necessary labor, or M rpt M, whéch represents the surplus labor expendyd for the 
whole society's sake, is owned by the socialist productive laborers. Not only 
does this apply to the products produced by the realm of material production, 
but the same principle applies to labor in the fields of scientific research, 
culture, education, medical and health services and the service trades. If we 
include in the GNP the ve’ue created by labor in the realm of nonmaterial 
production, we con more accurately and comprehensively reveal how the needs 

of the laboring people are satisfied as well as reveal their consumption pattern. 
Generally speaking, these sectors do not aim at satisfying the laborers’ 

basic subsistence needs, but at promoting *he free development of the laborer's 
physical and mental qualities and satisfying their needs for cultural and 
recreational enjoyments. Moreover, such needs will grow at an accelerated 

speed with the development of society. It is very much a onesided view to 

think that labor in the realm of nonmaterial production does not create national 
income. 


Because the GNP is an important comprehensive indicator of national economic 
development, if in contrast to the popular understanding about the category 

of national income, the value created by the realm of nonmaterial production 

is also included in the GNP, then not only qualitatively can we more satis- 
factorily reveal the superiority of the socia.ist system and more comprehen- 
sively reveal the working people's material and cultural life, but we can more 
accurately reveal the «peed of development of the socialist national economy 

as well as the level of the productive forces in the economy. There are chiefly 
three factors which determine the GNP target, namely the input of labor, the 
labor productivity am the consumption of the means of production. 
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With the development of the productive forces, the composition of the sectors 
of the nat'onal economy aleo changes, As labor productivity increases, the 
quantity of labor needed to produce the same quantity of .aterial things will 
be reduced to, say, 4 quarter or several percent or even a smaller fraction 

of the original quantity emploved, Thus, the quantity of social labor input 
will tend to shift from the realm of material production toward the realm of 
nonmaterial production, In the socialist national economy, the speed oi 
development of and the number of workere in the sectors of science, culture 

and education, medical and health services and the service trades will surpass 
such sectois of material production as industry, agriculture, building and 
construction, transportation and @o on, Ic can be predicted that at some stage 
in the future, the quantity of labor input and the number of productive 
laborere in the realm of material production will not only decrease relatively, 
but will even decrease in absolute quantities, while the use value reflected 

in the ONP will drastically imerease, Therefore, if we merely count the value 
created by the laborers in the realm of material production in the national 
income, we will be unable to accurately reveal the level of development of 

the social productive forces. 


Labor productivit, indicates the quantity of products produced per unit of 
time, and therefore it affects the magnitude of the wee value, as reflected i) 
the GNP. Generally speaking, raising the labcr productivity depends to a large 
extent on the development in the realm of nonmaterial production. For example, 
the achievement in bringing the workers’ initiative and enthusiasm into play 

as well as thelr technical standard depend on the standard of science and 
technology, on the general education standerd and on the degree of satisfaction 
in cultural life, Science and technology promotes the development of the 
productive forces; this is even more obvious. Even the quantities and efficacy 
of the means of production as well as the exploitation of natural resources 
depend on the development in science. Science arms people with the ability 

to challenge the vast nature and to develop the range and quality of production. 
To talk about enhancing labor productivity and national income growth without 
considering he development in the ~ealm of nonmaterial production is a display 
of very serious onesidedness. Of course, we definitely do not mean that the 
realm of noomaterial production can be divorced from the realm of m terial 
produc ton and develop in isvlation. 


The level of GNP also depends on the consumption of the means of production. 
if such consumption decreases, and if the total volume of production remains 
unchanged, the GNP will correspondingly increase. However, economy in the 
consumption of the means of production should not be limited to the reain of 
material production alone. With the accelerated development of this reaim, 
the state's investment in fixed assets in “his realm will correspondingly 
increase in proportion, and economy in the consumption in this realm will 
become more important. Taking such economy as an important factor that 
affects the level of GNP is conducive to boorting output and reducing waste 
on the scale of the whole society. 
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As 4 comprehensive indicator of the performance of the entire national economy, 
the GNP cea also more comprehensively reveal the proportional relationships 
among Various sectors of the national economy and the 1; .erdependent relations 
among the sectors, By etudying the unified movements of the use value compost~ 
tion and value composition in the GNP, we can further study a series of topics 
concerning the national economy, for exemple, the relationships between mater.al 
production of che means of production and the production of the means of 
subsistence, between accumulation and consumption, between productive accumula- 
‘ion and nonproductive accumulation, and oetween individual consumption and 
sociil consumption, Then we will be able to more rationally distribute the 
means of production and the labor forces among various sectors of the national 
economy, and to endeavor to eatablish a compatible national economic structure. 


To sum up, the reexamination of the category of national income has revealed 
that thie is « very important and very practical issue, It involves the 
basic theory of Marxiem as well ae various links of production, distribution, 
exchange and consumption in the socialist economy. Having started a crude 
discussion on thie topic, I hope theoretical workers as well as practical 
workers will provide enlightenment on it. 


(Firat draft written in April, 1980; revised in July) 


[Editor's note: The author of this article is a postgraduate student of the 
Economics Department of Nan‘ing Untvere tty) 


C80: 4006/ 367 
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NATIONAL POLICY AND ISSUES 


‘JINGJL GUANLI' DISCUSSES ECONOMIC REFORM 
HK280614 Beijing JLNGJL GUANLI in Chinese No 4 15 Apr 81 pp 32-36 


[Article by Luo Jingfen [5012 4737 1164): “Beonomic Reform Ie To Realise Planning 
Guidance More Effectively~-Some Views on How To Carry out Well Restructuring 
During the Period of Read justeent"| 


[Text] Over the past 2 years our magazines and newspapers have carried many 
articles on the topic of reforming the economic syetem. But what are the central 
probleme which muet be solved in reforming the economic system? What are the 
objectives to be achieved? Views differ on these questions. Many comrades look 
at reform as “transferring power to « lower level” and “receiving protite in 
return.” Hence, in their opinion, during the period of economic readjustment, the 
central government's centralised and unified control must be strengthened, and 
therefore, promoting and pushing forward the reform of the economic system would 
not be appropr ite at the moment. However, | do not agree completely with these 
views. It ie true that economic reform involves the shifting of power and 
profits. However, more important than that, it improves and strengthens the 
state's control and supervision of the economy. 


I. //le it possible to set in gotion economic reform during the period of 
economic readjuetment?// [Slantlines denote boldface as published) 


In the early 1960's, we began a readjusie@ent of the national economy. To overcome 
the difficulties, we resorted to administrative measures and strongly carried out 
a high degree of centralization. Concerning the individual enterprises, the 
measures adopted were closing, suspending, gerging and shifting. The oumber of 
industrial enterprises in 1965 was lees than that in 1960 by nearly 100,000 
white. Capital construction investments in 1962 were reduced by 82 percent 
compared with 1960, although there was a slight rebound in 1965. At that time, 
the whole party was unified ia ideology. As soon ae an order was received, ail 
parties concerned would start work, take decisive actions, and implement the order 
thoroughly, @eticulously, and with very good results. After a few years’ hard 
work, the national economy effected recovery rather ewiftly and proceeded again on 
the road of harmonious development. People were thus familiar with the success of 
thie stage of readjustment work. Therefore, when readjustwent was talked about 
again, they immediately thought of the use of administrative measures to 
strengthen the hand of the central government in centralizing and unifying control. 


Naturally, insofar as macroeconomics is concerned, centralization and unification 
must be strengthened and so quest pleaned control. This is entirely correct. 
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However, in the case of microeconomics, ie it entively necessary to resort only to 
the mechod for strengthening the central government's centralisation and 
unification? le there any other way out? For example, we may not need to take 
back the decision-making power of the lower levels in microeconomic activities, 
Under the correct guidance of a macroeconomic policy and by means of Che methods 
of readjuating the economic levers and regulating the economic benefits, we can 
eudeavor to encourage the basicwlevel unite to readjust the form and acale of 
their production and construction activities on their own initiative and adopt 
organisation forms and management method which are rational eo that the purpose 
of readjuetmer’ of the national economy can be achieved just ae well. If thie can 
be done, then «a new road will be opened up in economic readjustment work. In ay 
opinion, thie method is worthy of consideration, since in the current work of 
closing, suepending, merging and ehifting the enterprises, two different methods 
are being employed. 


One of the methods ia the use of administrative measures. Concerning those 
enterprises whose products are infecior in quality, which consume large amounts of 
raw materiale, which generally have high production costes, and which compete with 
the big enterprises for raw materials, energy resources, means of transportation 
and production taske. The highest-level organe in control should examine each and 
every one of them, and give the orders to close, or to suspend, or to merge in a 
suitable manner, or to reduce their ecale of operation or to shift to other 

taske. Within a designated period, no more of these enterprises unite should be 
newly established or allowed to expand their operations. For example, it should 
be stipulated that synthetic ammonia plants which consume in excess of 2,800 kg of 
coal and 1,600 kwh of electric power per ton of synthetic ammonia produced should 
be closed within a designated period; with the exception of the number of 
cigarette plants fixed in 1978, ail other plants outside of the plan should be 
closed, and #0 on. 


The other method is to resort to economic measures. There should be a regulatios 
specifying that all industrial enterprises, irrespective of whether they are owned 
by the whole people or the collective, or whether large or medium or emall in 
size, should, in principle, pay the industrial and commercial taxes levied on 
their products. Collectively-owned enterprise unite, irrespective of whether they 
are collective enterprises in the urban areas or operated by the communes or 
production brigades in the countryside, showld, in addition to paying the 
industrial and commercial taxes, in principle pay the unified excess income tax at 
progressive rates. We should change the taxation policy which encourages 
backwardness. For example, we should abolish the regulation that in their initial 
period newly established enterprises of the communes or production brigades are 
exempted from the industrial and commercial taxes. Should we also abolish the 
regulation that all enterprise unite of communes and production brigades, 
irrespective of what kind of industrial enterprises they are, should pay the 
income tax at the flat rate of 20 percent. As for those products yielding 
excessively large profite, the tax rates can be raised or « special tax on the 
producte may be imposed. At the same time, financial subsidies by the state to 
enterprises which have been suffering losses should be abolished. All these are 
in fact the contents of measures for restructuring the economic structure. 

Through them and through other measures of reform, all enterprises in general will 
gradually acquire the same external conditions. 
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These two types of measures have the same objectivess~ceforming the national 
economy, eliminating «a number of backward enterprises, and generally improving the 
resulte of the national economy. However, on comparison, it may be found that the 
second type of measures seems to be «a Little better. Thies is because adoption of 
theese measures pute all enterprises on more or lees the same footing of having the 
game external conditions. Since they etert at the eame point, it can readily be 
seen whether Chey are good or bad. By chat time, although the microeconomic 
decision-making power ie etill in their hands and not yet surrendered, backward 
enterprises whic! have suffered from high production costs, heavy losses, and 
inability to market their products, and which have generally becowe devoid of the 
necessary conditions for existence and competition, must be closed whether they 
like it or not, or elee shift to turning out other kinds of proauctes. 


Over the past 2 years, the blind growth of new and omall enterprise unite has 
mushroomed. Lf we look into the causes, we may find that thie has principally 
been stimulated and encouraged by the adoption of such inappropriate economic 
measures ae financially “eating from separate pote," reduction or exemption from 
taxes, and profit concessions from estate enterprises. If we can readjust and 
revise in time theese economic measures and remove the economic conditions which 
the backward enterprise unite have depended upon for existence and development, we 
can easily achieve the goal of effectively controlling the blind development of 
these retrogressive units. Of course, the adoption of econovic measures does not 
mean the rejection of all administrative measuiss. In fact, supplementing the 
adoption of major economic measures with the adoption of certain administrative 
measures which take into account the interests of all parties concerned will help 
the economic measures to more swiftly dieplay in full their useful role. The 
administrative measures to be adopted should principally take the form of economic 
regulations. 


We have always mentioned the importance of policy stability. By this we mean that 
in the case of such major economic policies as, for example, those concerning the 
ownership system, they must be kept relatively stable for a fairly long period of 
time and should not suffer frequent changes. However, as for concrete policies 
such as those conc rning taxation, prices, finances and so on, they are meant to 
serve the accomplishment of the current planned targets. They should not be fixed 
once and for all for a prolonged period of several years. lLlustead, each year they 
should be partially readjusted and revised in accordance with th actual conditions 
of the time. 


Moreover, over a long period of time, certain short-line goods such as coal, 
miniug products, and so on, have been found to have had little improvement in 
production, whereas the production of certain long-line goods such as ordinary 
machine toole hae florished blindly. An important reason for this is that in the 
planning work we had not paid sufficient attention to the use of economic measures 
to regulate and adjust the economic benefits of the basic-level units. If by 
means of economic reforms we can make those units producing short-line goods 
receive more benefite than before and make those producing long-line goods receive 
fewer benefits or ao profits at all or even suffer losses, then this will help in 
“making the short-line long and the long-line short," and the production structure 
can be changed. For example, the four kinds of metal products such as wire rods, 
hardware, and so on, have been short-line goods for many years. Because the 
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enterprises have now acquired the rights to market their products, and because 
their planned prices have aleo been adjusted with a portion of them subjecc to 
negotiation, their output in 1980 sharply increased by 26.6 percent in comparison 
with 1979. Thies helped Co smooth out the state of etringent supply. Reform 
measures of thie kind can proceed entirely in line with the readjustment tasks. 


lt can be seen that in all che reform work mentioned above, particularly in those 
tasks concerning the Caxation system, the price structure, banking and credit and 
loane~-all of which require much preparation work and the formulation of the 
required economic regulations=-the stepe taken should not be slowed down but 
should be expedited. In fact, creating the necessary conditions and speeding up 
the steps for reform along the lines indicated will not affect the readjustment 
adversely taske but will inetead be beneficial to the fulfillment of the tasks. 

Of course, reforms in taxation and in pricing must proceed in separate and 
different stages. Hence, looking at reform and readjustment as being opposed to 
each other is not correct, nor is it correct to suppose that they cannot coexist. 
It is true that if adequate preparation work has not been done beforehand, and the 
necessary implementation rules are lacking, proceeding abruptly with reform work 
would only come into conflict with readjustment. However, if only the appropriate 
measures are taken, if reform is taken up as a tactic for the realization of the 
macroeconomic policy and if the steps and stages proceed in an orderly manner, 
then the two stages will create conditions for each other and supplement and help 
each other. On the other ‘and, in regard to the taxation system and the price 
system, if the refor s, or certain of them, are all pushed ahead, then this will 
likely affect the emooth progress of the reforms in other directions. If we 
insist on moving ahead, new confusion may arise and affect economic Living with 
the result that in the end all the efforts made will have tc be abandoned. For 
example, when we undertake industrial reorganization under the principle of 
specialized coordination, if the present industrial and commercial taxes collected 
on the actual receipts from sales are not changed to taxes collected according to 
value added, and if the price differentials between the whole machine and its 
component parte are not suitably adjusted, then the reorganization will not be 
able to reap the expected fruits, and the reorganization work itself, though 
already completed, will not rest on a firm or lasting basis. In the 1960's, we 
attempted industrial reorganization. Two years ago, we did it a second time. Are 
not the lessons and experience gained therefrom sufficient for our enlightenment? 


Il. //Under the difficult financial conditions of the state, is it possible to 
pursue economic reform? / / {[Slantlines denote boidface as published] 


In order to ensure the materialization of the targets under the state plan, an 
economic structure built on the principle of coordination of macroeconomic 
benefits and microeconomic benefits must on the one hand relinquish some of its 
power to the lower levels and receive profits in returr, and on the other hand 
retrieve some of its authority from the lower levels and have the profits 
concentrated. The portion of the authority which concerns macroeconomic policy 
making should be concentrated in the hands of the state, the parts that have been 
inadequately distributed should be retrieved, and every effort should be made to 
improve the efficiency of centralized control. As for the microeconomic 
activities, there gust be rules governing them, and their scope and extent must 
likewise be regulated. If it is necc*sary to retrieve the authority and profits 
it should be done for the benefit of the state's finances so that revenues can be 
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increased and expenditures reduced. If it is found that the microeconomic 
activities and benefits become excessive in scope, then they must be readjusted 
and retrived by the upper levels. Expanding the decision-making power of the 
enterprises ia not an objective in iteelf. The Limite, extent and the procedural 
atepe in decision-making should be determined in accordance with the intereste of 
the whole social structure, starting from the premise that it would help in 
realizing the demands of macroeconomic policy. Retrieving authority and 
retrieviig profite must proceed step~by~setep with the strengthening of management 
and supervision. It is difficult to draw a precise dividing line to make a 
rational readjustment of the taxation system and of the price structure or to have 
in readiness a set of economic regulations on the basis of which the departments 
in control could supervise the enterprises. As a result, whenever experiments 
were conducted, the participating enterprises all expected to receive benefite in 
return. Thus, in the first year of experimentation, those unite with a full 
complement of production tasks were benefitted but so also were those wnits with 
insufficient production taske. Likewise, those unite which had performed well in 
management were benefitted but so aleo were those unite which had not performed so 
well. Profitable unite naturally received more benefits but the less profitable 
ones received benefits as well. In calculating the percentile retention of 
profits, certain units taking part in the experiment could choose either a 
percentage out of the total amount of the payroll funds or a percentage of the 
actual total profits realized, depending on whichever method would give the units 
concerned larger receipts. Some units taking part in the experiment would gladly 
continue to take part thie year if they found the extra benefits attractive enough 
but would revert to the old system next year if the benefits were not attractive 
enough. Some of the unite taking part in the experiment would first earn a large 
sum from the percentile profit retention system. They would then shift over to 
the other system whereby the unite take responsibility for their own profits or 
losses and pay taxes in lieu of making profit remittances. In this way they would 
reap more gains. in the end, practices of this kind meant that more of the 
etate's fiscal income would be retained bv the localities. Hence, some people 
have gocten the impression that during the period of financial difficulties of the 
estate, the steps taken in the reform of the economic structure must be slow. 
Otherwise they would be beyond the financial capacity of the state. 


As a matter of faci, if economic reform is perfurmed well, it helps in improving 
the divided condition of the financial power of the state and also helps in 
improving ite financial situation. Let ue take the case of the experiment in our 
country on expanding the decision-making power of the industrial enterprises. The 
results achieved in the experiment in 1980 were better than those in the firet 
year, 1979. According to preliminary statistics compiled on over 5,700 
enterprises involved in experimentation in 1980, their gross earnings were 1.24 
billion yuan more than those units which had operated on their own, and some 2 
billion yuan more of profit remittances were made to the state. The project 
earninge were subsequently spent mainly on technical innovations, on treatment of 
the "three wastes" and on building dormitories and residences. This admittedly 
had important effects on increasing the income and reducing the expenditures of 
the state. Let us take the example of Hungary. In the 1970's, Hungary had to 
surmount innumerable difficulties in its public finances. In 1978, the country 
incurred a fiscal deficit of 3.5 billion forints and owed an external debt 
amounting to $5 billion. At the same time, 1979 was a bad year in agriculture. 
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Under euch conditions, starting in 1980, Hungary stepped up ite economic refora. 
Reforms were made in the price structure and in the taxation system, and the 
method of regulating the receipts of the enterprises wae revised and the index for 
wage~increases wae reduced. According to information from available sources, 
taking the metallurgical machinery industry ae an example, it was estimated tiat 
after the reform, about one~third of the enterprises engaged in the industry could 
yield a profit, that another one ‘third generally could c tinue to pass following 
a technical ceform, but that the remaining one-third would have to ehift to some 
other type of production or stop work altogether. Hungary wae thue striving 
gradually to extricate iteelf from financial difficulties by means of economic 
reform. 


What Hungary hase done has some revelations for ue. When the budget or a state has 
a surplus, reform can proceed, even though its fiscal accounts are in the red. 
The point is that enterprises engaged in experimentation should not be generally 
benefitted to the extent that “everybody ise happy," regardless of whether their 
management or operation has been good or bad or of the actual estate of affairs. 
Whether or not an enterprise should receive benefits and the extent of the 
benefite should not be based entirely on whether or not the profits generated 
exceeded their past records. Rather, comparison should be made with similar 
enterprises producing or handling the same kind of products to see whether or not 
the profits earned exceeded the average profits of enterprises engaged in the same 
trade. That is to say, the benefite should accrue to only the great majority of 
enterprises whose production is normal and whose management and operation are of 
medium-grade or above. As for the extent or amount fo such benefits, detailed 
analye's and computations must be made. (Note: In our determination of the 
precentile profit-retention to be made by the enterprises, we generally used 
either a "5" or a "10," such as, roughly 5 percent, 10 percent or 20 percent. In 
this regard, we entirely failed to take into account the effects of this on 
macroeconomics. According to available informatiun, Romani has done rather 
meticulous calculation work in this connection. Under a resolution on the 
division of profit funds adopted by the Central Committee of the Romanian 
Communist Party, it was specified that division of profits should be at 3 
percent. Where the net production value exceeds the plan, profit retention should 
be made at 14 percent, and when commodity exports exceed the plan, profit 
retention should be at 1.5 percent. Prior to making this resolution, the planning 
commission of the Romanian Government spent fully a year on computation work on 
this topic and made various forecasts on what problems could possibly arise 
thereon.) But the important point is that the distribution of the net receipt 
must promote the enthusiasm of the enterprises and the workers and also enable the 
state to increase its income and reduce its expenditures. Naturally, operating 
completely in accordance with this principle may still meet with many difficulties 
at the present movement. it may be necessary to resort to some transitional 
measures, but it would be best not to disobey this principle. 


IIt. //Is the basic cause of the imbalance in the proportionate relations of the 
national economy due to defects in the economic structure?// [Slantlines denote 
boldface as published] 


Some people are of the opinion that the basic cause fo the imbalance in the 
proportionate relations of the national economy is that the control structure over 
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the national economy is of the type where power is concentrated in the central 
government. Therefore, if an e onomic control structure which makes full use of 
the markets is set up instead, the proportionate and harmonious development of the 
national economy may be ensured. This viewpoint is contradictory to historical 
facts. As everybody knows, during the period of the first 5-year plan, we paid 
comparatively great attention to the role and functions of the markets, but a 
structure with a high degree of centralization of power and unification still 
occupied the moet important position. Nevertheless, at the time, the development 
of the national economy progreseed in a relatively harmonious manner, the speed of 
production and construction development was rather rapid, and the people's 
livelihood also enjoyed a fairly high degree of improvement. This was primarily 
due to the guiding ideology over economic work at the time being in harmony with 
objective realities, to the macroeconomic policy having taken into account our 
national conditions and at the same time to our being intent on achieving overall 
balance. Therefore, it may be said that the deciding factor was the correctness 
of the macroeconomic policy. Given a sensitive economic structure, a wrong 
macroeconomic policy, is in effect implementing an erroneous policy. The damage 
done to the national economy will be swiftly and clearly exposed. Some people 
believe that utilization of the market mechanism would encourage the timely 
collection of information on the conditions of market supply and demand, would 
help the market to play ite "feedback role," and would make possible a swift 
examination and correction of any deficiency in the central plan, thus avoiding 
any mishaps because of an erroneous macroeconomic policy. However, it must be 
pointed out that regulation by market mechanism and forecast of market supply and 
demand are different from each other. Very frequently, things have come to pass 
before any forecast can be made and hence it is difficult to attempt, or prepare 
for, any advanced solution to important problems in the development of the 
national economy. Besides, as seen from the experience of fore.gn countries, even 
after reform of the system, the continued existence of a central planning and 
control system will prevent the law of value from playing its full role 
spontaneously, for price fluctuations are more or less subject to the plan's 
control. For example, the plan determines the unified prices of the state; 
likewise, in floating prices, both the medium-level price and the extent of the 
price .luctuations are determined by the plan. Even when prices are allowed to 
fluctuate freely, the state frequently resorts to tactics such as purchasing and 
eelling in order to effect planned regulation. It is true that at times planned 
piicing must pay due attention to the role of the law of value and therefore 
caunot seriously disobey this law. But if the planned price system is force, 
regulation by market mechanism will be affected by certain restrictions. For this 
reason, it is futile to depend on the timely and sensitive reflection from the 
economic structure to effect a rectification of the central plan. Rectifying any 
errors in the central plan will still have to depend on the central policymaking 
departments. The Central policymaking departments themselves should make full use 
of the intelligence and information furnished by a more effective system such as 
the banks and statistical agencies, and on that basis reexamine and analyze the 
situation and thereby revise and readjust macroeconomic policy. 


Tverefore, a general outline for the development of microeconomic activities is 
prescribed by what macroeconomic policy has determined on such problems as the 
direction and target of economic development, organizational structure of the 
principal properties, growth and development of the national income, development 
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of industrial and agricultural production, extent of capital construction, 
orientation of investments and important conetruction items, distribution of the 
productive force, the raising of the people's real income and consumpton level, 
finances, currency and matters of foreign exchange balance, and so on. But errors 
in macroeconomic policymebing, resulting in damage to the national economy, cannot 
be rectified by simply relying on improving or changing the economic system or on 
manipulation of the market mechanisa. 


IV. What are the principal special features of the new structure?// ([Slantlines 
denote boldface as published] 


For a long time we have failed to realize that socialist enterprises are 
relatively epeaking independent commodity producers. As a result, in effecting 
economic control, little attention has been given to making microeconomic benefits 
and macroeconomic benefits fall in line with each other. In actuality, what is 
beneficial to macroeconomics is not necesarily beneficial to microeconomics, but 
what harme the interests of macroeconomics at times can be beneficial to 
microeconomics. For this reason, microeconomic decisions which emerged from one's 
self-interest frequently run counter to the demands of macroeconomics, while 
viewed from the standpoint of macroeconomics, certain obviously irrational 
symptoms which need to be changed cannot be changed for a long time. For example, 
the state wishes to speed up the development of the raw materials industries. 
This, however, does not necessarily mean that the enterprises handling raw 
materiale will receive any real benefit as a result, the raw materials industries 
remain backward while the processing industries continue to flourish blindly. 
Again, the state wishes to improve the quality of the products and also to 
increase their varieties ad types. However, frequently because this does not 
necessarily bring much benefit to the enterprises concerned, the products stay put 
or acquire a "set system," so to speak, for several decades, and so on. All these 
problems are precisely what economic reform must solve. Hence, I am of the 
opinion that one of the prinicpal features of the new structure should be that it 
can on its own initiative and in * planned banner make use of the various economic 
levers related to value and to the realm of value, adjust and regulate the 
interests of the various sides, and achieve the objective that whenever the 
microeconomic activities are beneficial to macroeconomics, microeconomic 
activities will be benefitted, and vice versa. This will make the basic-level 
economic units, bearing in mind their own economic interests, strive to do things 
which are beneficial to society as a whole and refrain from doing those which are 
not. This will combine the vastly diversified currents of microeconomic 
activities into one mainstream so that a more effective and satisfactory 
accomplishment of the general objectives of the state plan will be realized. 
Simultaneously, there must be a general establishment of organs belonging to a 
powerful and vertically-controlled supervisory organ such as statistical, banking 
or taxation organs so that the inappropriate and unlawful activities of those 
enterprises which persist in harming the interests of society for the sake of 
their own benefits may be unveiled, stopped and punished summarily and in due 
time. With an economic structure which can coordinate the interests of 
macroecnomics and microeconomics, the central economic authority, when directing 
the activities of the various component part of the structure, need not give 
direct orders to the basic~-level units concerned each and every time. Instead, 
the component part of che structure, need not give direct orders to the 
basic-level units concerned each and every time. Instead, the component parts 


21 




















themselves can independently make their own judgments and decisions in pursuing 
their daily activities, provided that in general they do not deviate from the 
track specified by the central economic authority. By that time, the situation 
will be one in which the state can grasp firmly in its own hands macroeconomic 
policymaking power while there are brisk microeconomic activities on all sides, 
The important point for economic reform ie to ensure the better fulfillment of the 
planned taske of the state. Hence, the above not only does not impair or weaken 
the planned economy but instead strengthens and improves it. 


Some people are of the opinion that the decisions and actions in relation to 
microeconomics, in which individual unite primarily take their own interests into 
account, cannot be coordinated with macroeconomic interests. Indeed, looking at 
the matter from the standpoint of individual basic-level enterprises, due to the 
limitations of their special position, their decisions and actions may at times or 
in regard to certain matters go against macroeconomic benefits. But speaking from 
the standpoint of the great majority of unite concerned, there is the possibility 
that their decisions would generally be consistent with macroeconomic interests. 
In particular, the sum total of the decisions made by individual units operating 
at the microeconomic level can and should basically be in line with the benefits 
of macroeconomics. This illustrates precisely the superiority of the socialist 
system. If this point were refuted, it would be tantamount to denying that 
socialism could have planned economy. Some people may consider this to be just an 
ideal, but it should be pointed out that this ideal can be realized generally. 


In general, the important task in economic reform is to effect a coordination of 
microeconomic and macroeconomic benefits through regulating the benefits of the 
various sides. The success or failure in this regard serves as a criterion for 
the economic reform work and also as a yardstick to measure whether or not the 
various concrete phases of reform work have been in harmony with the spirit of the 
reform. 


CSO: 4006/353 
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NATIONAL POLICY AND LSSUES 


ECONOMIC JOURNAL DISCUSSES REFORM, READJUSTMENT 
HK161530 Beijing JINGJI YANJIU [BCONOMIC RESEARCH) in Chinese No 5, 20 May 81 pp 3-5 


{Article by Yu Guang Yuan (0060 0342 6678): “Reform Is Subordinate to Readjust- 
ment and Reform Promotes Readjustment") 


[Text] The reform of the socialist economic system is another great reform 

of the relations of production following the establishment of the system of 
ownership in soctalist countries and the socialist transformation of the 
nonsocialist system of ownership of the means of production. It will take a 
fairly long historical period to criticize the shortcomings of the existing 
socialist economic system, search for a socialist economic system which is 

more suitable for the development of the productive forces and overcome 

various difficulties encountered in the implementation of the new economic 
system so that the new economic system is consolidated, inspected and constantly 
improved through practice. 


Readjustment of the national economy is also a very arduous task of tremendous 
significance. Its aim is to overcome the serious imbalance in the national 
economy and rectify the irrational conditions in the structure of production 
industries and the linking up of the productive forces. The completion of 

the tas of readjustment is not a matter of a year or two but will take a number 
of years. 


Reform and readjustment take a fairly long time. It is at present very difficult 
to say exacti, how much time each item will take. Since the tasks are different, 
we have no reason to say that both items require an e ual amount of time. I 
think that it is highly probable that reform will take on even longer time. 

If the process of reform and the process of readjustment do not take an equal 
amount of time, we can say that reform will not be linked up with readjustment 
forever. However, readjustment is a central task in economic construction in 
our country (which can also be called the entire socialist construction in our 
country) at present. Our country is now in the period of readjustment. Within 
this period, reform and readjustment are carried out at the same time and reform 
and readjustment are closely integrated. In the period of readjustment, readjust- 
ment is not carried out after the completion of reform and is not a readjustment 
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which depends on the original system, Ther fore, there ie a question of what 
kind of relationship existe between reform and readjustment in the period of 
readjustment, Can we i,nore the task of readjustment in the course of carrying 
out reform? Can we first carry out readjustment and shelve reform? We should 
admit that such queations are very important, Although no one has clearly 
asserted this, this should be clarified so as to make our guiding thought more 
clearcut. 


The basic relationship between readjustment and reform in the period of readjust- 
ment can be expressed in the simple sentence “reform is subordinate to readjust- 
ment and reform promotes readjustment.” This sent nce embodies what is said 
above: 1) Readjustment and reform should be carried out simultaneously and 
reform is etill necessary in readjustment. We should not stop reform just 

be ause we have to carry out readjustment, 2) Reform is not an isolated thing 
but is subordinate to readjustment in the period of readjustment. 3) It is 
necessary to bring into full play the role of reform in readjustment. 


1 list below several reasons why reform must be subordinate to readjustment: 


1, The question of readjustment is very complicated involving a very large 
volume of work. For example, the plans for readjustment must be properly 
drawn up. We must foresee the questions in readjustment, pay close attention 
to the progress of readjustment and opportunely solve problems in readjustment. 
Therefore the economic management organizations at all levels in the government 
and economists undertaking theoretical research must concentrate more efforts 
on the work of readjustment. We still need to exert great efforts in grasping 
reform. However, since readjustment is even more urgent, we should not exert 
too much effort on reform. This is the reason for the subordination of reform 
to readjustment in view of the distribution of efforts. 


2. It is the correct orientation for reform to increase the authority of 
enterprises and local management organizations to give them greater authority 
than at present. However, it was originally also a basic demand of the socialist 
economy for the central management organizations to exercise control over the 
socialist economic concentration and unity in the whole country. Reform of the 
system does not negate centralization and unity as long as there is proper 
recognition of this centralization and unity. Under the socialist system, 
suitable centralization and unity in the national economy implemented by the 
central management organizations can and should be properly integrated with 

the policy of increasing enterprise autonomy directed against the shortcomings 

in the present system and wit suitable decentralization of authority between 
central and local management. At present, demands for emphasis on centralization 
so as to cut down financial expenditure and mobilize the financial resources 

of the enterprises and regions and attain a balance between finance and credit 

do not protend the negation of the achievements of reforms over the past year 

of regression. it would be very wrong to interpret it this way. However, we 
should not give too much authority in certain aspects of enterprise autonomy, 
such as the authority to invest in capital construction. The authority of 

local management organizations should also be restricted to varying degrees. 
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In addition, we should slow down the popularisation of certain reform measures 
which do not play an easily defined role in readjustment, After the elimina- 
tion of the latent danger in the national economy, we can accelerate the pace 
of ceform, This ie the reason why reform must be subordinate to read jus’ vent 
in view of the role of reform in readjustment, 


‘, Many reform measures take the readjustment of the national economy ae a 
prerequisite, For example, the various departments and enterprises cannot 
attain rational profite (or losses) if there ie no rational price structure, 
Consequently, there will be no rational profit retention, tax revenue, wages 
and welfare of employees and so on. This is 4 tremendous obstacle to reform, 
However, in the procese of price rationalization, we often encounter such a 
situation: when we make a downward readjustment of the selling price of 
products, the factory profite for manufacturing thie product will decrease. 
if we make an upward readjustment in the selling price of the products, the 
factory costes incurred in using this product will increase and the profit 
will decrease and the people using this product will incur losses. These 
factories might demand that the government overcome the difficulties and 
decrease taxation and may even request subsidies. We must also solve the 
problem of losses suffered by people. It is very difficult to do this in 

the period of readjustment. Thie puts forth the demand of properly carrying 
out readjustment work and promoting production so that reform of the economic 
system can be carried out in a better way. This is the reason for the 
subordination of retorm to readjustment because readjustment is the prerequisite 
ior carrying out reform. 


We can also list below several reasons why reform promotes readjustment: 


1. Readjustment aims at changing many irrational conditions in the structure 
of the national economy formed in history. These irrational conditions are 
caused by shortcomings in the economic system to a large extent. The old 
economic system is hindering adjustment and we must therefore basically 
eliminate the obstacles to readjustment through reform. 


2. Certain readjustment measures themselves are measures of system reform. 
For example, the “merging” in "closing, suspending, merging and shifting” 

is to attain unity and we often encounter restrictions imposed by irrational 
economic systems in the course of amalgamation. For example, the various 
enterprises cannot join with other departments and regions outside their 
own departments and regions. We must, therefore, shatter these restrictions 
in order to attain unity and reform some aspects in the system. Similarly, 
“shifting” should not be put under departmental or regional restrictions. 
Moreover, in the course of “shifting,” there is the question of making full 
use of the active role of the market under state guidance. This is a matter 
within the realm of system reform. 


3. Readjustment is not only for reducing investment in capital construction 
and cutting down expenditure. What is more important is to develop the pro- 
duction of products which should be more rapidly and greatly developed. Only 
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in this way Can we meet the demands of society and change the formerly irrational 
production structure and manufacture more marketable products which bring back 
currency, We cannot attain this development through relying on the original 
system because it ie precisely the exieting economic syatem which seriously 
hinders the development of production, System reform ie the liberation of the 
productive forces. We can more rapidly increase the products needed by society 
only through carrying out reform in the period of readjustment, 


in sum, readjustment is an active policy, In the period of readjustment, we 
must do many thinge and solve many problems, We must realistically do everything 
properly, Only in thie way can we triumphantly accomplish the task of readjust- 
ment. However, everybody knows that the old economic system has tightly 
restricted people's enthusiasm, initiative and creativity. if we want to 

do something more efficiently, we shall invariably meet obstacles in certain 
aspects of the economic system, We must carry out syetem reform and pave 4 way 
for the smooth completion of the task of readjustment. i think that there is 

no need for me to cite any example about this, because there are many such 
examples in actual life. Our comrades definitely can cite many such incidents. 


We have respectively discussed the reasons why reform is subordinate to readjust- 
ment and why reform promotes readjustment. It should also be pointed out that 
since the relat! one between readjustment and reform in the period of readjustment 
are that “reform ise subordinate to readjustment and reform promotes readjustment," 
we must study what kind of policies and measures can better promote readjustment 
in the course of considering the reform of policies and measures. In carrying 
out work under this guiding thought, we can be bolder and more energetic on the 
question of reform. 


The dialectical relationship between readjustment and reform is a very important 
question in economic work at present. If the relationship between the two is 
not properly handled, our work will suffer damage. This point is not very clear 
in some people's minds. The question of the relationshi,» between readjustment 
and reform is not an abstract question of theory but is a practical question 
and a specific question requires a specific answer in the handling of problems. 
In thie short article, the writer has not carried out a specific discussion 

of this question, but has only generally talked about the relationship between 
the two and put forth a statement of principle in the title "Reform Is 
Subordinate to Readjustment and Reform Promotes Readjustment." Readers are 
welcome to point out any incorrect points in the articie. 


CSO: 4006/ 367 
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BCONOMIC PLANNING 


PRC ECONOMIC JOURNAL ON INTRODUCING TECHNOLOGY 
WKLLO7L0 Beijing JINGJI GUANLI in Chinese No 4 15 Apr 61 pp 22-25 


[Article by Chen Wei Qin [7115 1979 3620): “Tre Direction of Introducing 
Technology Should Be Changed" | 


(Text] At present, our country's work in introducing technology is at an 
important turning point. Thie work involves: (1) changes from mainly importing 
complete sete of equipment to introducing technology and (2) changes from 
supporting new or major expansion projects to supporting the transformation of 
technology in the existing enterprises. 


Why do euch changes have to be made? 


Historical experiences and lessons should be taken seriously. After a preliminary 
review of our country's work in introducing technology these past 30 years, we 
hold that in the 1970's, and especially in 1978, the work of introducing 
technology was wrong in direction and strategy. 


Alongside the large ecale of economic construction work after Liberation, a good 
deal of advanced technological equipment was introduced. The equipment int roduced 
during these 30 years (not including the import of machinery, electrical 
appliances and equipment for general trading purposes and “special” imports) was 
= some $14 billion, and che equipment introduced in the 1970's was worth some 
ll billion. 


The decade of the fifties saw the first of introducing technology. The "156" 
items of projects involving complete sets of equipment had become the focus of 
industrial construction during the period of the firet S-year plan. The 320 
complete sets of equipment projects were introduced from the Soviet Union, Eastern 
burope, Sweden and Deamark These provided the basis for a large part of the 
backbone enterprises in important areas such as energy, wetallurgy, mechanics, the 
chemical industry and the war industry. Although in 1960 the Soviet Union 
unilaterally broke the agreements, ordered experts to return home, stopped 
supplying equipment, and, as « result, part of the projects could not be 
constructed according to the original ecale and echedule. From an overall point 
of view, the work of introducing technology during thie period achieved 
comparatively good results technologically and economically and played an active 
part in laying the preliminary foundation for our country's industrialization. 


27 

















ee 


in the 196u's, starting in 1963, our country turned to industrialised capitaliat 
countries for introducing technology but on « emaller ecale. 


The second wave of introducing technology wae from 1973 to 1977. In 1973 che 
State Council gave permission to iatroduce from Japan, United States and Weet 
Buropean countries @ batch of complete sete of equipment and simple machines. The 
original plan wae to use $4.3 billion of foreign exchange, and thus the echeme was 
called the "43" scheme. Actually, till the ead of 1977, the total sum of foreign 
exchange from foreign contracts approached 3.5 billion. Thies period strongly 
emphasized solving the probleme of food and clothing, and thue the chemical and 
Light textile industries consumed about 51 percent of the total sum of foreign 
exchange. Wext were metallurgy aad the energy industry, each of which used 20 
percent, and building wae concentrated on sore than 30 large-scale new expansion 
projects. The technological equipment introduced had euch characteristics as large 
sete, large series, high epeed, high efficiency, automatic control and highly 
integrated use of thermal energy. At present, the majority of the projects are 
complete and have begun operation. The types, quality and production ia the 
fields chemical fibres, plastics and nitrogenous fertiliser has had greater 
development in recent yeare. 


However, according to our analysis, only one-third of the projects in the "43" 
echeme could be completed within a short period and had high operational rates and 
good returns. The following are some of the problems: (1) Capital construction 
wae delayed. Almost none of the projects in the "43" scheme were handed over on 
the date specified in the agreement. Among the 24 projects which were originally 
planned for delivery, by the end of 1977, 11 projects had been delayed for more 
than | year. For exemple, the Sichuan Changehou vinyl factory project wae delayed 
for * years. (2) The majority of che projects were operating under capacity. 
Looking at the 17 projects involving .omplete sete of equipment completed betore 
the end of 1978. Those whose energy utility rate was above 90 percent in 1979 
were the seven large chemical fertiliser manufacturing plante in Sichuan and 
Lushou, which ueed natural gas as raw material and which produced 300,000 tone of 
synthetic ammonia per year, Shanghai Petrochemical plant and Tanshan Touhe power 
station. These 9 projects used about 32 percent of the total eum of foreign 
exchange for the 17 projects. As for the ethylene project of the Beijing Yanshan 
petrochemical company, because of the different pace in the capital const ruction 
of the fittings, the operational rate was only 76 percent. In the ethylene 
chloride project of the Beijing second chemical industry plant, because the supply 
of polyvinyl chloride resin was held up (supplementary materials for processi ¢ 
were ineufficient), the operational rate was only 65 percent, these 2 projeccs 
ueed 18 percent of the totel eum of foreign exchange for the 17 projects. The 
remaining six projects, such as the Wugang l-meter high steel rolling machine, the 
Inner Mongolia Yuanbaoshan power station and synthetic ammonia projects of Chishui 
in Guizhou Chishui, Guangzhou, Nanjing and Anging used 50 percent of th totel sum 
of foreign exchange for the 17 projects, the energy utility rate was below 50 
percent. (3) The return on investment on gost of the projects was not good. Only 
about a quarter of the projects (calculated according to the sum in seted) had 
comparatively good returns. For example, up to the end of 1979, accumulated taxes 
and profite of the above-mentioned seven large chemical fertilizer projects, which 
had « comparatively high utility rate, the 
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beijing Yanehan petrochemical company's ethylene project, the Beijing second 
chemical induetry plant's ethylene chloride project, ae well ae che Shanghai 
petroche sical plant's project, constituted 70 percent of the total investment. 
Taxes and profite in 1979 constituted 48 percent of the total investment. 


Some of these projects began operation ae early ae the end of 1976. However, mont 
of them began operation in 1977. Those projects which could recover the sum 
invested after 3 to 4 yeare were said to have comparatively good returns. But, 
those projects in the "43" echeme which accuvunted for gore than three-quarters of 
the .oteal sum of money invested had greater problems. For example, the Wuhan iron 
and steel manufacturing plant's l-meter high eteel rolling machine wae completed 
in December 1978. However, shortage of electricity supply seriously affected the 
emooth carrying out of testing work. In May 1979, after the network in Hubei and 
Henan were connected, the situation of electricity supply improved. But, at 
present, there ie the internal problem of the fitting of parte in Wugang. For 
exemple, the production forces of steel (including mines, raw iron) were seriously 
deficient; eteel~emelting techniques ae ell ae steel~emelting conditions could 
not be kept up; only 7 out of 23 ki ade of steel sheets and steel plates could be 
produced in emall quantities; silicon eteel preprocessing worke were «till 
underway; regulacing devices would have to be introduced for energy source media; 
all preparatory and supplementary materiale would have to be imported. 
Nevertheless, energy utility rate only reached 20 to 30 percent, and only a few 
hundred thousand yuan were earned in « year. Take another example: the last 6 of 
the 13 chemical fertiliser plante faced the problems of insufficient supply of 
oil, gas, raw materials and the rise of the price of light oile. According to the 
calculations of the departments concerned, even though the two chemical fertilizer 
manufacturing plants in Hubei and Hunan were operating at full capacity, because 
of the rise in the price of light oils, they etill suffered losses after paying 
axes. The chemical fibers projects in Sichuan and Liaoning were seriously 
delayed because of euch problems as peripheral design, the quality of equipment 
and management of capital construction. The postponement of projects caused the 
country to lose about 3 billion yuan of income from taxes. The Sichuan vinyl 
plant faced the problem of the supply of natural gas immediately after 
completion. A good deal of machinery such as spey engines, gas turbines, 
turbo-compressore, industrial gas turbines, and «a few sets of bearing plants were 
invested at « cost of about 2 billion yuan, but processing work still could not be 
carried out. 


With regard to absorbing and learning the technology introduced, the problem was 
not properly attended to. A large eum of foreign exchange was spent in 
introducing « large number of complete sets of equipment and yet the problem of 
acquiring cechniques still remained unsolved. Thus in 1978, 300,000 tone of 
synthetic ammonia, large-scale steel rolling machines, 300,000 tons of ethylene, 
and complete sete of equipment for « power station were again int roduced. 


In face of the facts mentioned above, we cannot but admit that the "43" scheme, in 
ite entirety, did not have good results either economically or technologicelly. 
However, the work of introducing technology during this period was not seriously 
summed up in order to draw experiences and learn lessons from it, and yet another 
wave of introducing technology came about. 


The year 1978 saw the third wave of introducing technology. Within «4 year, 
contracts worth $6.4 billion were signed with foreign countries, and « 


29 











considerable number of key projects were suddenly signed. Of Chose projects 
introduced, there were 22 key projecte. According to the original plan, these 
projects required $12.4 billion, but in 1978, only part of the contracts were 
signed. Of theese projects, there were several extra large-scale projects, such as 
the Baoshan iron and eteel manufacturing plant which required @ore than one-third 
of the total eum invested and of the foreign exchange. The Nanjing petrochemical 
plant and the Yiehang chemical fibers plant (theese two were fitting projects) 
required one~seventh of the foreign exchange and total sua invested. Introducing 
complete sete of equipment on such « large ecale definitely outeripped the 
financial resources of the country. Furthermore, the key projecte introduced 
mainly focused on metallurgical and petrochemical projecte which were a great 
drain on energy. Every year an excess of 12 million tons of crude oil and 20 
million tone of coal was used up. During thie period when energy supply wae 
seriously ineufficient, thie created great difficulties for the country. After 
many of the projects were completed and put into operation, a great deal of raw 
materiale (euch ae iron ores) and supplementary materiale (euch as refractory 
materials, chemical industry materiale and metallic material), as well as 
preparatory macerials, had to be imported for a certain period of time. 
Therefore, the introduction of these projects further aggravated the serious 
disproportions in the national economy. At present, petrochemical and chemical 
fertiliser projects cannot begin immediately, the Baoshan iron and steel 
manufacturing plant projecte under construction were forced to halt operations, 
and others were forced to suspend operations. Warehouses therefore have to be 
built to store hundreds of thousands of imported sets of equipment and materials, 
and by chat time some 10 billion yuan (including foreign exchange) will be 
imactive. Thies not only creates serious economic losses, but political losses as 
well. 


What experiences and lessons can be drawn from the work of introducing technology 
in the seventies? We think that the main problem lies in leftist thinking under 
which we strayed from the country's practical needs and possibilities. The 
formulation of the policy of introducing technology was not put under the guidance 
of serious, scientific, comprehensively balanced and long-term planning, and we 
had blind faith in the country's economic and material resources. Thus, the 
introduction of a large number of complete sets of equipment aggravated the 
disproportions in the economy. After 10 yeare of catastrophe, some necessary 
codes and conven ions were destroyed, policies were not based on feasibility 
studies, and construction work did not stick to strict procedures. This was 
especially so in introducing projects. Even for the large-scale projects were 
signed before the ratification of the design document. As a result, sites for 
some of the plants were decided without thorough consideration, leading to 
long-term waste. Resources of some projects were not considered down to the 
concrete aspects. Fitting work on some projects fell far behind, some projects 
were delayed. All thie led to a big drop in economic returns. 


As regards the form adopted in introducing technology, there are also experiences 
and lessons to learn from. Firet, for a very long time, introducing technology 
took the form of importing complete sets of equipment. For 30 years, 93 percent 
of the $14 billion used in introducing technology was spent on importing complete 
sete of equipment 95 percent of which was spent in the years 1978-1979 alone. 
Generally speaking, complete sets of equipment were imported only at the beginning 
of industrialization. At the beginning of liberation, there was practically no 
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machine industry as heavy industry wae very backward. Thue it was necessary to 
apeedily fill in the gape in many technological and production areas within a 
short period through importing « large number of complete sete of equipment. 
However, in the seventies, the foundation of the country's technology and economy 
wae laid. Yet we etill relied on introducing « large number of complete sete of 
equipment for the realisation of modernisation, useing great amounts of foreign 
exchange indiscriminately in introducing the same sort of equipment. This 
obviously is strategically wrong. 


Second, as regards the aim of introducing technology, what actually does our 
country's modernization depend on? It fundamentally depends on the speedy growch 
of our country's technological basis and the bringing of all positive factors of 
internal technological forces into play. Introducing technology should aleo help 
to speed up the growth of the country's technological basis. However, in recent 
yeare, production departments have put aside ecientific etudies, design and 
manufacturing of equipment and have enthusiastically imported comp! te sets of 
equipment. As a result, they are limited to importing one set of production 
equipment which has advanced technology, and this cannot effectively help to speed 
up the country's technological basis. In the contrary. it seriously harms the 
positive factors of the country's technological forces. Therefore, technological 
results are poor, and our aim cannot be attained. At the same time, it is very 
costly to introduce complete sete of equipment. Generally speaking, management 
fees, profite, risk fees paid to contractors of capitalist countries, from which 
large complete sets of equipment are imported, constitute over 30 percent of the 
whole transaction. The gore numerous the subcontractors, the greater the amount 
of money which has to be paid. Therefore, the price of equipmeut is very high. 
Take steel rolling machines as an exemple. The Baoshan iron and steel 
manufacturing plant has imported steel rolling machines from West Germany. The 
average price per ton is $16,000 not including 12 to 20 percent in monopoly fees, 
technical secret fees, design material fees and draft fees, all of which have to 
be paid. However, the price per ton of domestic.) ly~manufactured steel rolling 
machine is usually 5,000 to 6,000 yuan. How gre. the difference is! Take 
another example: A complete set of power generating equipment purchased from a 
foreign country usually costes three to four times more than domestically-made 
equipment. Thus, importing « large number of complete sete of equipment not only 
wastes great sums of money but aleo delays the progress of modernization. 


We ought to correctly estimate the country's existing technical and material 
basis. We ought to admit that considerable differences still exist when we 
compare our country with industrialised countries, but we should not look down 
upon ourselves. We should bring internal forces into full play in the work of 
introducing technology. That which can be manufactured domestically should be 
manufactured domestically; nothing should be introduced from foreign countries. 
Limited foreign exchange should be used in the right way. Since 1979, many 
industrial departments have done a lot of research and experiments in order to 
bring about changes in introducing complete sets of equipment. For example, some 
departments introduce technology and import key equipment, and some departments 
buy basic designs, cooperate with foreign companies or work under the guidance of 
foreign experts in order to raise the standard in design. The first Ministry of 
Machine Building hase firmly grasped fundamental technology these past few years 
and has spead only $5,000 since 1978 on introducing more than 40 items of 
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individual technology. These changes aleo take the form of cooperation to 
manufacture equipments #o ae to grasp the techniques of manufacturing at a higher 
speed. Some departments cooperate with others in projects, and in return, the 
foreign exchange they get greatly exceeds the money used in introducing 
technology. Some depertments employ foreign counterparte to be their consultants 
and obtain good results. Of course, there will be many difficulties when the form 
has changed to introducing non~complete sete of equipment. Therefore, leading 
departments concerned should give great support and etrengthen organization as 
well. Aleo, ecientific etudy, design, production and equipment manufacturing 
unite should strengthen cooperation and coordination among themselves. At the 
time of readjustment of the national economy, the form of introducing technology 
will definitely be changed. It is hoped that .he leading organizations concerned 
will act according to the circumstances, improve the system of management and 
speed up the changes. 


The direction of introducing technology should aleo be studied. During the past 
30 yeare, our country hae mainly introduced complete sets of equipment used in new 
or major expansion or reconstruction projects. In the initial stages of economic 
construction, this practice is justifiable. Even during the sixties and 
seventies, it was all right to introduce complete sete of equipment to fill in 
certain gaps in technology. However, the fact that 80 percent of the foreign 
exchange used in introducing technology was used in new and major reconstruction 
projects in the seventies is worth noting. During the 30 years of economic 
construction, our country built up 350,000 industrial enterprises, of which more 
than 4,000 were backbone enterprises. But the technial level of the majority of 
these backbone enterprises for a very long time was still of the level of the 
forties or fifties. Arts and crafts were backward, products were always of the 
same old kind, for many years the system was fixed, and management was still the 
same. Thus, there were not many types of industrial products, their quality was 
poor and the standard quantity for raw materials and energy consumption was high. 
Thus the products could not meet the needs of people's consumption and the 
development of economic construction, .ad for a very long time could not make 
their way into international market. However, if we have to improve the level of 
modernization, where should our basis be? Can we use these enterprises as a point 
of departure? It is difficult to imagine that the machinery of the level of the 
fifties or sixties can shoulder the responsibility of carrying out modernization. 
Therefore, transforming the technology of existing enterprises should be taken as 
the important order of the day. At present, when drafting investigative plans, 
people of different professions and in different places should mobilize the masses 
to draw up the policy technical development for every profession and plans for 
technical transformation of the existing enterprises. As a matter of fact, a 
considerable portion of the enterprises’ facilities are not bad. Only the 
technological foundation, methods of control and testing poor, and the necessary 
conditions for testing are lacking. If advanced technology is used, including the 
transformation of technology introduced, then the potentialities of existing 
facilities and technical forces can be fully tapped within a short period of time 
and with little outlay of money. Our country's national economy can be speedily 
developed on the foundation of improving the standard of technology of existing 
enterprises. Therefore, the direction of the work of introducing technology 
should be changed fundamentally. 
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MINERAL RESOURCES 


BRIEFS 


ANHUL PREFECTURE MINERAL DEPOSITS--A geological team under the Anhui Provincial 
Geological Bureau has discovered 38 locations of nonmetal mineral deposite in 
Anhui's Huizhou Prefecture. The deposits of fluorites are estimated at 2 million 
dun, bentonite at 26.7 million dun, porcelain clay at 3 million dun and bone coal 


at 240 million dun. [OWOB0001 Hefei Anhui Provincial Service in Mandarin 1100 
GMT 3 Jun 81) 


NEI MONGGOL GOLD--A commune member in Horqin Youyi Zhong Banner, Nei Monggol, 
recently sold to the state a 1,010 gram piece of gold he accidently unearthed in 
his yard. A bank paid him 10, 766.6 yuan for it. [8K010950 Hohhot Nei Monggol 
Regional Service in Mandarin 1100 GMT 31 May 81) 
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INDUSTRY 


BRIEFS 


GANSU LIGHT INDUSTRY--Qingyang Prefecture, Gansu Province, has made active efforte 
to promote Light and textile industries. The proportion of light and textile 
industrial output value in totel industrial output hae risen to 82.3 percent this 
year as againet 586.8 percent in 1977. [8K210233 Lanzhou Gansu Provincial Service 
in Mandarin 1125 GMT 20 May 81) 


QINGHAL LNDUSTRY-COMMERCE CONFERENCE--The Qinghai provincial industry~commerce 
administrative work conference concluded on 23 May. The conference revealed that 
at present Qinghai Province hae 55 urban and rural trade faire as against 25 in 
1965 and 2,100 individual commercial enterprises. It urged administrative 
departments concerned to strengthen leadership over this work, develop more trade 
and service networks including catering, repair and handicraft industries and open 
more livestock, industrial goods and agricultural and sideline produce markets. 
[Xining Qinghai Provincial Service in Mandarin 1030 GMT 25 May 81 OW) 


HUNAN LNDUSTRY-TRANSPORT CONFERENCE--The Hunan Provincial People's Government 
called a provincial industry, transport and capital construction work conference 
in Changsha 8-18 May, calling on the broad masses of workers and staff on Hunan's 
industry, transport and capital construction fronts to go all out to increase 
production in order to fulfill this year's economic plan and balance financial 
revenue and expenditure. At the conference, the provincial People's Government 
commended 108 advanced units for increasing production and practicing economy in 
1980. The conference pointed out that the situation in Hunan's industrial, 
transport and capital construction production is, in general, good. But because 
some comrades have failed to correctly understand the policy of economic 
readjustment, production plane for the firet 4 months of 1981 were not 
successfully fulfilled. It is necessary to redouble efforts in order to fulfill 
the targets for the first half of 1981. The conference also called on all 
departments in charge of industry and enterprises to implement economic 
responsibility system. [0W280347 Changeha Hunan Provincial Service in Mandarin 
1100 GMT 20 May 81] 
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GARMENTS MEETING--A national meeting to appraise the quality of garments ended 
in Wuhan on 11 June, The meeting was attended by the responsible persons of 
the textile bureau of the Ministry of Commerce and the leading comrades of 
various departments concerned in all provinces, municipalities and autonomous 
regions. At the meeting, fine-quality shirts and blouses were commended. 
(Wuhan Hubei Provincial Service in Mandarin 1100 GMT 12 Jun 81 OW) 
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CONSTRUCT LON 


BRIEFS 


ANHUL HOUSING CONSTRUCTION--The Anhui Provincial CCP committee and the People's 
Government have decided to raise and allocate 30 million yuan for urban workers’ 
housing construction. The fund will be used mainly in building auxiliary projects 
and in completing construction work started last year, which have been affected by 
cuts in capital conetruction investment. Since the smashing of the gang of four, 
the province has completed 4.94 million equare meters of floor space in urban 
housing construction. A total of 2 million square meters of housing units is 
expected to be complete this year. [Hefei Anhui Provincial Service in Mandarin 
1100 GMT 1 Jun 81 OW] 


SHANGHAI CAPITAL CONSTRUCTION--The Shanghai Municipal People's Government on 

6 June held a cadre meeting to convey the guidelines of the national capital 
construction work conference. The meeting called for continued efforts to keep 
the scale of Shanghai's capital construction projects under strict control and put 
emphasis on building more workers’ housing projects. In the past 2 years, 
Shanghai has cancelled or postponed 382 capital construction projects and reduced 
investment in unfinished projects by 2.2 billion yuan. Present at the meeting 
were leading cadres of the municipal party committee and government, including 
Wang Daohan, Han Zheyi, Chen Jinhua, Li Gancheng and Yang Di. [Shanghai City 
Service in Mandarin 1130 GMT 6 Jun 81 OW] 


NEI MONGGOL CAPITAL CONSTRUCTION--The Nei Monggol Regional Work Conference on 
Capital construction and building projects was held from 20 to 27 May. It called 
for strictly controlling the scope of capital construction, conscientiously 
completing projects uuder construction, improving management and workstyle and 
fulfilling this year's construction tasks. Hao Xiushan and Li Binsan, vice 
chairmen of the regional People's Government, spoke. [SK010640 Hohhot Nei Mongge 
Regional Service in Mandarin 1100 GMT 29 May 81] 
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LABOR AND WAGES 


BRIEFS 


NATLONAL CONFERENCE ON EMPLOYMENT=-Xian, 12 Jun (XINHUA)--The State Labor Bureau 
held a national forum on the work of labor service companies in Xian, Shaanxi, 
j=-11 June. The forum envisioned bright prospects for labor employment in urban 
areas and noted that in the past 4 years, some 29 million people were provided 
jobs throughout China, and 10 provinces, municipalities and autonomous regions 
had provided jobs for those who were unemployed before 1979. However, siace 
more than 50 percent of the labor force is concentrated in industrial depart- 
mente, with heavy industrial departments taking up more than 70 percent of 

that fraction, many factories are overstaffed and their labor productivity is 
low. On the other hand, consumer goods production departments and the service 
trades, which are closely related to the people's livelihood, are undermanned. 
Therefore the forum called for encouraging and supporting collective economy 
and small businesses run by individuals and developing service trades and 
consumer goods production. Xian and Chongqing municipalities and Shandcnog's 
Taian County introduced their experiences at the forum. [Beijing XINHUA 
Domestic Service in Chinese 0736 GMT 12 Jun 81 OW) 


ZHEJLANG PLECE-WORK EXPERIMENT--The Zhejiang Provincial Commerce Bureau has 
recently issued a circular calling on the commerce departments of 3 provincial 
cities, 5 perfectural ones and 13 counties to each experiment the piece-work 
eyetem at one or two selected unite. The selected units should be those whose 
production condition is normal and management system is relatively good. Before 
the piece-work system is instituted, they should consult with local Labor 
departments and acquire their consent to well planned measures. The workers’ 
total income on the basie of piece-work system may be same with and may be less 
than their standard wages. However, it should not be less than 80 percent of 
their standard wages. However, it should not be less than 80 percent of their 
yp wages. (Hangzhou Zhejiang Provincial Service in Mandarin 10460 GMT 6 Jun 
81 OW 
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TRANS PORTAT ION 


CONGESTLON AT COASTAL HARBORS EASED--Owing to efforte made in the past 2 monthe, 
China has etarted to clear out fore trade freighters waiting for the past 8 
monthe to unload their cargoes at nese coastel harbors. In May, the aumber of 
cargo ships anchored at coastal harbors wae reduced to an average of 276 daily, a 
drop of 77 compared with the peak gonth of February. Imported cargoes unloaded at 
harbore were aleo reduced from February's 900,000 dun to May's 600,000 dun, 
generally approaching the normal level. The congestion is being eased. Over the 
past 2 months, under the direct inetruction of the State Council's leading 
comrades, departments concerned and related coastal provinces and gunicipalities 
have taken effective measures to strengthen the work of clearing out ships 
blocking harbors. More than 1,000 PLA commanders and fighters have also 
contributed to alleviating the situation at Tianjin, Huangpu and Lianyungang 
harbors. At Qinhuangdeo harbor, an average of 6,800 dun of grain was unloaded 
daily in May, showing a 27?-percent increase in efficiency as compared with April. 
[OWO50835 Beijing XINHUA Domestic Service in Chinese 0232 GHT 5 Jun 81) 
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GENERAL, 


JLANGKI CENSUS WORK=-The Jiangxi Provincial People's Government held the third 
provincial conference on ceneue work in Nanchang Municipality on 26-31 May. The 
conference made preparations for the coming national census echeduled for 1 July 
1982. More than 80 leading cadres of the prefectural administrative offices, the 
provincial etatietice bureau, the provincial public security bureau and other 
unite attended the conference. Fu Yutian, secretary of the provincial COP 
committee and director of the provincial census group, aleo spoke. The conference 
transmitted and implemented the documents and guidelines of the CCP Central 
Committee and the State Council on census work. Participants at the conference 
held that the census would enable them to underetand China's population figures, 
distribution and structure and is of paramount importance to economic readjustment 
and the four moderniszations. [0W030703 Nanchang Jiangei Provincial Service in 
Mandarin 1100 GMT 2 Jun 81) 


HUNAN CENSUS PREPARATIONS~~itunan Province is currently speeding up ite 
preparations for the forthcoming census. The provincial census leading group and 
ite office have been established. A production brigade has been selected for 
conducting census work in advance. Recently, the provincial People's Government 
held a provincial census work meeting in Changeha to map out measures for the 
work. [(Changeha Hunan Provincial Service in Mandarin 2315 GMT 15 May 81 Ow] 
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PORBKIGN TRADE 


OUTLOOK POR COUNTRY'S EXPORT TRADE IN THE 1980'S 
HK150605 Hong Kong WEN WET PO in Chinese 10 Jun 61 p 2 


[Newsletter by this paper's correspondent Lan Ching-chung [5663 7231 0022): 
"Outlook for China's Export Trade in the 1980's: Part 1 of Sidelights on the 
Beijing International Trade Seminar") 


[Text] What changes will occur in Ghina's export trade structure in the 

1980's after the present economic readjustment and the reform of its industrial 
atructure? What is the future of China's export trade? This is one of the 
topics for discussion at the Beijing international trade seminar held from 

2 to 5 June, which interested the American experts and other enterpreneurs 
attending the seminar. Some Chinese specialists and people in the foreign 

trade circles have looked forward to the future and are confident that in 

the 1980's, China's economy will continue to develop steadily and tie export 
trade will continue to increase year after year. It is expected that the 
proportion of finished products in all export commodities in the 1980's will be 
60 percent instead of the present 46 percent, and become higher than the 

primary products. Among the finished products to be exported, the proportion 

of light and textile industrial products and heavy industrial products will 
respectively increase from 34 and 12 percent at present to about 40 and 20 percent. 
it is particularly expected that the export of engineering products will greatly 
expand in the late 1980's. At that time, the proportion of these products will 
make up 50 percent of the finished goods, which will decisively affect the 
structure of the export grade in our country. Among the primary products to 

be exported, the proportion of food and raw materiale will be reduced from 

28 percent at present to 20 percent, and fuel from 25 to 20 percent. 


If we face the facts, we can see that the present structure of the export trade 
of our country is still comparatively backward and in the primary stage, the 
symbol cf which is that not only do primary products make up more than 

50 percent, but also most of the finished products belong to those that require 
much labor. Such a structure shows that our country is still an economically 
backward country. 


Cadres of some Chinese export corporations responsible for market and commercial 
research have made further exploration during the seminar on the present export 
situation and its future. 
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Take the light and textile industries for example, since the state has paid 
more attention to these sectors, production and investment in thie field has 
also increased over the past few years, the output value last year made up 
46.7 percent of the total industrial output value, Along with the rapid 
development of production, the export of Light and textile products is also 
increasing and the export value of last year reached $6.1 billion which 
comprised more than one-third of the total export value. This meana China 
has become one of the 10 biggest textile exporting countries in the world, 
it can be fortold that in the 1980's, new sources of Light and textile 
products, which have got a good lead in China's export goods, will be upened 
up amd the proportion of light and textile products in China's export goods 
will aleo be increased. The rate of increase will then be decided by the 
improvement of the product etructure, 


llowever, there are also some factors in reality that obstruct the expansion 
of China's export of Light and textile products. Up to the present, most 

of our country's light and textile products are of low grade, low value or 
low subsidiary value. To catch up with big department stores and supermarkets 
in Western countries, in which there are all kinds of beautiful light and 
textile consumer goods, it is necessary to improve our product etructure and 
produce more high and middle-grade commodities. But this cannot be done in a 
short period of time. So, it is etill a heavy task and a long road to follow 
to open up our markets in developed countries. Meanwhile, in our country 
today, so far as textile products are concerned, the per capita consumption 
of fiber is only about 3 kilograms a year. This is only about half the world 
average which is 6 to 7 kilograms (in the United States it is more than 

25 kilograms). In order to improve the clothing of 1 billion people, it will 
not be possible to increase the export of textile products by a great margin. 
In addition, the trend is for the import quotas of the developed industrial 
countries to become more strictly controlled; and China itself lacks raw 
materials and does not have sufficient foreign exchange to import such 
materials; also, in the coming decade, the world's economy will be in a period 
of slow development and the speed of increase of texti. . production will be 
lower than that of the 1970's. In view of these factors, we can fortell that 
the speed of increase of China's export of textile products will also be 
lower than the 1970's--though in the past 4 years it increased by 100 percent, 
the speed of increase has actually become lower in the past 2 years. 


Although priority has always been given to the development of heavy industry, 
it is still very difficult for our country's heavy industrial products to get 
into the world market, especially those of the engineering industry, which has 
experienced several ups and downs in the past 25 years. The export value of 
engineering products last year was only 3.7 percent of the total export value, 
and in 10 years, it has only increased by 60 percent. As a matter of fact, 
many problems were not solved in the past, which fettered the potential from 
being realized in more than 350,000 enterprises in the engineering industry 
affecting over 10 million workers and staff members. Now measures are being 
taken to make readjustment and reorganization and to import foreign technology 
so as to bring the products up to standard, make them more universal and 
systematic and bring about a greater increase in the export of engineering 
products. 
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Since the beginning of the 1980's, there has already been lots of inapiring 
news. Here are some samples | heard at the seminar: 


In the shipbuilding industry, ship orders for more than 300,000 tons have been 
received thie year, among which are ordera for 10 cargo ships in excess of 
10,000 tons, The Dalian shipyard, which has already taken possession of a 
shipway capable of handling ships up to 100,000 tons, will be able to build 
ships of the same tonnage in 2 or 3 years. In the meantime, ships of from 
40,000 to 80,000 tons can be built in the Jiangnan shipyard in Shanghai. 
These two shipyards have already cooperated with the Hitachi shipyard and 
Mitsubishi's Nagasaki shipyard in Japan. Some other main shipyards have also 
established contact with related shipyards in Japan for technical cooperation, 
so a8 to learn from their advanced technology and experience in design, 
production, labor organization and quality control. 





Since the physical exploration of China's coastal continental shelf has nearly 
finished, the exploitation of ofl in these coastal waters will follow soon. 
Now many foreign factories and traders from Norway, the United States, France 
and Japan have asked for copreduction in processing drilling platforms. More 
such orders can be expected in the future, because in this way they can save 
a lot of trouble caused by long distance transportation and can make use of 
the low-wage system of our country. 


Last year, in the agricultural machine building industry, China began the 
business of processing materials and drafts. They held talks with firms 

and traders from more than SO countries in Europe and America, and from Japan 
for cooperation in this field. Only with the Ford corporation of the United 
States have they signed a contract, for processing tractor components worth 

$2 million. In the future, they will further expand cooperation with foreign 
firms in the design and manufacture of agricultural machines and in the training 
of technical personnel. The export value of the agricultural machine building 
industry, which is full of vigor, increased by nearly 50 percent last year 

and began to find markets in Burope and America. 


As for the machine tool industry, they also signed several contracts last year 
with foreign companies from France, Italy, Japan and West Germany for co- 
production. 


However, like in the light and textile industries, there are also some problems 
in expanding the export of engineering products, such as, the problem of finding 
markets, the problem of improving quality and keeping up with the latest 

designs and the problem of supplying spare parts and offering repair services 
after selling. Whether or not these problems can be solved properly is 

relevant to the improvement of the export structure of our country. This is 

a problem that merits our serious attention. 


The new and vigorous development in agricultural production of our country 
today has enriched the source of traditional export goods of agricultural 
and sideline products, local products and livestock products. In the 1980's, 
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the export of feathers, rabbit hair, cashmere, goat ekin, tea, sausage casing, 
hog bristles, furs, raw eilk, fruit, induatrial raw materiale and some other 
economic plante will surely have a greater increase, but due to the large 
population of our country and the increasing demand of our domestic market, 

it will be difficult to export more cereale, oi] and meat, 


Along with the hopeful exploitation of the offshore o11 field in the South China 
Sea and Bohai Sea, the export of energy resources which ia of international 
concern, ie expected to rise in the late 1980's, The export of petroleum and 
petroleum related products began in the 1970's, and in 1980 its export valve 
accounted for one-fourth of the total export value of our country. Thus, 

these products have quickly become the most important export gooda. But due to 
the great disproportion between exploitation and storage, it will also be 
difficult to continue to increase exports of these products within a short period 
of time. Though the export of coal products already increased by more than 

33 percent last year, until the transportation is improved, its potential in 
the export trade cannot be realized either. 


Our country is rich in resources of nonferrous metals, which are to be exploited. 
It is believed that the export value of these metals will not increase either 
in the near future, However, rare metale are exceptional. In addition to the 
rich resources, the production techniques have also been mastered in our 

country for separating, smelting and processing dozens of the rare metals, 

and a comparatively comprehensive production system has been established to 
produce purer metals. For several years, many new varieties of rare metal 
products have been added for export. Therefore, the prospects are quite bright. 
Generally speaking, since the demand for metals and minerals in the inter- 
national market will continue to grow in the coming years and there are rich 
resources in our country, we are optimistic about the exyvort of these products. 
Last year saw an increase of 30 percent over the previous year. 


In the chemical industry, a primary base has been built in recent years by 
importing and expanding. But at present, there are still more primary inorganic 
chemical products to be exported. In the future, the export of high and mediun- 
grade organic products will properly be increased. At the same time, more steel 
and construction materials will be supplied for export too. 


Since it will take a comparatively long period of time for our country to carry 
out economic readjustment and reform of the industrial structure, which will 
also bring about changes in the export structure, and people abroad are not 
quite clear about this though they have been showing great concern, it will 

be of significance to foreign inquirers and trade circles to know something 
about China's prospects for the future. 
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